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ROYAL COMMISSION ON DOMINION-PROVINCIAL RELATIONS 
TORONTO, ONTARIO, MAY 4, 1938 


The Royal Commission appointed to re-examine the 
economic and financial basis of Confederation and the 
distribution of legislative powers in the light of the 
economic and social developments of the last seventy years, 
met at the Parliament Buildings, Toronto, Ontario, 
on Wednesday, May 4, 1938. at 10.30 a.m. 


PRESENT: 

HON. CHIEF JUSTICE NEWTON W. ROWELL....CHAIRMAN 
DR. JOSEPH SIROIS ) 
JOHN W. DAFOE, Esq. Commissioners 
DR. ROBERT ALEXANDER MacKAY | 
PROFESSOR HENRY FORBES ANGUS ) 
Commission Counsel: 


Louis S- St. Laurent, K, ©; 


Adjutor Savard, Ess. Acting Secretary 

R. M. Fowler, Esq- Legal Secretary to 
The Chairman 

Wilfrid Eggleston, Esq. Assistant to the 
Secretary 


FOR THE GOVERNMENT OF ONTARIO: 


Hon. Mitchell F. Hepburn Premier, President of the 
Council and Treasurer 

Hon. G. D. Conant, K.C. Attorney-General 

Hon. Eric WB. Cross, K.C. Minister of Municipal Affairs 

Hon. T.B. McQucsten. K.C. Minister of Highways 

Hon. Paul Leduc, K.C. Minister of Mines 

Chester Waltors, Esq. Comptroller c* Finance and 


Deputy Provincial Treasurer 
Professor K, W. Taylor 


D. W. Lang, HEsq., K.C. Counsel 

Joseph Rosenfeld, Esq. Assistant Counsel 

E. A. Horton, Esq. Deputy Minister of Welfare 

#, Jo Chater, Esq. Socretary, The Budget Committee 
ds D. .*Brien, Esqz, K.C. Senior Solicitor, Succession 
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Parliament Buildings, 
Toronto, Ontario, 
May 4th., 1938 


MORNING SESSION 


The Commission met at 10.30 A.M. 

MR. LANG: Mr. Chairman, I might mention that there 
was an exhibit not filed yesterday which is referred to 
on page 57 of book 2 and which I think we ought to file 
this morning. Page 57, below the figures, reads, "a full 
comparison of the rates with an accompanying diagram will 
be filed as an Exhibit." 

THE CHAIRMAN: Would you let us see that fora 
moment, please? 

MR, LANG: It is not particularly legible, Mr, Chair- 
man, as it is in small type. Would it be agreeable if we 
filed it in that form for the moment and we might get it in 
better shape later on? 

THE CHAIRMAN: Yes, that would be agreeable. 

MR. LANG: Mr. Walters points out that the document of 
which that is a copy has already been filed with your 
commission by Mr. Fraser Elliott as a part of Bxhibit No. 
128. 

THE CHAIRMAN: What Exhibit No. is it? 

PROF; TAYLORP It is a part, I understand, of 
Exhibit No. 128. 

THE CHAIRMAN: This will be Exhibit No. 800. 

EXHIBIT NO. 300: Comparative chart of 
Dominion and Ontario 
Income Tax. 

MR. LANG: I have given the Commission two other 
schedules, C. and D., to which reference was made yesterday 
by Mr. Walters. 

MR. WALTERS: Mr. Chairman, you asked yesterday if we 
would file our computation as to how we arrived at the 
figures which would result in reversing the allowance, that 


is if the rates of Dominion and Ontario tax had remained 
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unchanged but if the Dominion allowed the Ontario tax 
payable as a deduction from income. 

THE CHAIRMAN: Yes, they will be Exhibits 301, and 302, 
The sheet “C" will be Exhibit No. 301, and the sheet "Dp" 
will be Exhibit No. 302. | 


EXHIBIT NO. 301: Schedule showing percentages 
of Dominion and Ontario Tax 
to Income with rates unchanged 
but with the Dominion allowing 
as a deduction from income 
the Ontario Tax payable rather 
than vice versa. 

EXHIBIT NO. 302: Schedule showing income tax 
which would have bescn collcect- 
ed, 1936-57, if the rates of 
the Ontario and Dominion Tax 
had remained unchanged but 
if the Dominion allowcd the 
Ontario tex payable as a de- 
duction from income rather 
than vice verse 

THE CHAIRMAN: Mr. Waltcrs, looking at sheet "C0", the 
proposed tax in oxcoss of the present tax, that is the 
excess amount which cach individual would pay on the differ- 
cnt insome amounts mentioned in the first schedule, is it? 

MR. WALTERS: Yes, that is correct. 

THE CHAIRMAN: Then you figure out that the total 
difference to Ontario would be a little over a million 
dollars and to the Dominion about one million dollars, is 
Shat correct? 

MR. WALTERS: Yes, $949,756. 

THE CHAIRMAN: That would be the dcercase in the 
Dominion tex and tle increase in the Ontario tax would 
be $1,104,000, 

MR. WALTERS: Yes, Mr. Chairman, provided the rates were 


tha same and the number in cach class remained fairly 


constant. 
COMMISSIONER ANGUS: If the rates remained the same, 
the smaller incomes would pay a little more than at 


present and the larger incomes & little less on the two taxes 
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combined, would they not? 

MR. WALTERS: I think not, I think it remains the 
same until you reach a man with an incomo of $6,000. He 
peys sixty-three cents more, a little over a cent a weok 
more. In that claws, there are 1,753 porsons. 

COMMISSIONER ANGUS: This mcans that the tax would 
become slightly more progressive than it is now. 

MR. WALTERS: Yos, that is correct. 

THE CHAIRMAN: Then, Mr. Walters, this Exhibit No. 
500 indicates the amount of the Dominion tex and the 
gmount of the Ontario tax, docs it not? 

MR. WALTERS: Yes, Mr, Chairman, it does. 

THE CHAIBIAN: It curves up rather quickly in the 
higher brackets, does it not? 

MR. WALTERS: It does, sir. 

MR. LANG: There is one more metter concerning an 
Exhibit, which I would like to draw to your attention. 
Yesterday, Mr. Walters made reference to a third mining 
chmpany and the amount of tex which it would pay. Nothing 
was filed in that connection, but I have here the figures 
given by Mr. Walters in his statement. I would like to 
file thesc figures concerning "Z'Mining Company, which 
is mentioned on page 54 of the Bricf. 

THE CHAIRMAN: That will be Exhibit No. 303. 

EXHIBIT NO. 303: Example of taxes paid 
by an Ontario mining 
company « 
MR. WALTERS: Yesterday I had just finished the reading -- 
THE CHAIRMAN: Mr. Walters, just a moment, there is 
@ point which Commissioner Angus would jike to draw to 
your attention. 
COMMISSIONER ANGUS: I was going back to the quotation 


on pagc 35 of your bricf. Il said that from momory I 


thought tho Indian cconomist procceds bcyond the point you 
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citcd ycostcrday concerning the evils of ccntralization,. 

I belicved “wc went on to sey something about the importance 
of the transferiergg within a confederation from the 
richer to the poorcr states. I thought that perhaps 

one might have on record what he docs say concerning that 
principle. The quotation which we had yesterday ended 
with the words, "What is needed above all is a more solid 
financial status for states and for local bodies." He 
continues by saying, "This can be achieved in cither of 
two ways, Hither they may be allowed to handle the sources 
of taxation as well as the procceds, or, what is better, 
they may be allowed to cnjoy the substance of financial 
power, subjcct to foderal coordination and supervision by 
meaus of the various methods of 'Finanzaugsleich' or 
financial adjustme:%s. These methods have been discussed 
pert Se" 

Then there is @ footnote referring to part 5 at 
page 194-195. At that point Mr. Adarkar says, “Fierce 
wrangling has, more often than one could recollect, taken 
place between the governments of the 'federal units. In 
Canada, Australia and India as to the ‘legitimate’ share 
of each in the booty of federal surpluses or, conversely, 
as to the proportions of contributions to be made by 
each, as if it was a private affair between the governments 
concerncd.* 

Then, if I might summarize, Mr. Adarker goes on to 
statc that it is an important function of the federal 
system that the federal government should sce that there 
is actually a transferonca of wealth or of income, as 
it were, from the richer to the poorer states within the 


fedoration, That is to say, it is a thoory of transfer. 


enec not bascd on supposed damage done by federal policiss 


and not based particularly on fiscal ncood, but based on the 
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idea of more or less cqualizing conditions within thc 
fcederation. This is « vicw which has, perheps, been 
montioned +n, Only one of the Canadian proviness, but I 
thought that/Professor Adarkar had beon «ited as an authority, 
that it would be proper to point out that that is the wey 


he faccs the general issuc before us. 


MR. WaLTERS ; May I say in this conncction that in 
view of the methods of collection, this Govcrnmcnt is 
heartily in accord with thc vicws advanced by Professor 
adarkar as to the necessity of the transfcrence cf “7alth 
and purchasing power, This government demonstrates that 
belief in the subsidies which it grants to the municip- 
alities and it recognizes it in the progressive taxes by 
means of which wealth is transferred from an individual in 
one state to an economic class in another. This govern-~ 
ment is in accord with that view which has been exprassed,. 
In doveloping the argument as to types of income to be 
taxod, the measuring of the ability of the taxpayer to 
pay and the sort of taxes which should be imposed, I think 
this government would put forward, perhaps, what was said 
by the great French economist Professor Say who, I 
believe, was a great friend of Adam Smith and who said that 
ta-:og ought to be such as are favourable to the public 
morality. By that, I understand that they should be 
favourable to the ideals of fiscal justice held by the 
people in a particular organized state and it is in that 
spirit, that ideal that we present what we call some of the 
"shortcomings" of the Dominion Income Tax Act. 1% is ner 
advanced as a criticism of the 4ct, nor as a4 criticism of 
the administration, because the administration of the 
Dominion Income Tax, particularly with respect to the way 


in which the Dominion has administered the Ontario Income 


Tax, is highly satisfactory. séiag back to Professor 
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Say's canon, "Such taxes as are favourable to the national 
morality;" This suggcsts improvements in the Act and puts 
forward the idea that an dct drawn by the province of 
Ontario to be administered by the province of Ontario 
would correct some things which in tho opinion of this 
government are false in the Dominion &t. 

COMALOTONSR ANGUS: I did not mcan to cite this with 
refcrenc: to the incomc tax wh.ch is before us at the 
moment, I was morcly going back to thc discussion which 
took place at pagcs 35 and 36 on the genoral relationship 
of the Dominion and the provinces. 


MR. WaLTERS: You have renewed my interest in the book, 
and I shall read it again. I like the way Professor 


Adarkar dcals with our own Dominion problem. 
If I might proceed, Mr. Chairman, I shall proceed with 
the reading of page 57 in Book 2: 
a During the debates on Confederation Honourable 
AT. Galt, the Minister of Finance expressed himself 
as follows: 
t If the local revenues become inadequate, it 
will be necessary for the local governments to 
have resort to direct taxation; and I do not 
hesitate to sey thet one of the wiscst provisions 
in the proposed Constitution, and that which 
efiords the surest guarantee that the people 
will take a hoalthy interest in their own 
affairs, is to be found in the fact that those 
who arc ealled upon to administer public affairs 
will fcel, when the resort to direct taxation, 
that a solemn responsibility rests upon them, 
end that thet responsibility will be exacted by 
the people in the most peremptory manner." 


I might say, sir, that I think this quotation appcars 
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Clsowhere in the bricf beeauso you, Mr. Chairman, referred 
to it rathcr regretfully es a prediction which was not 
wholly fulfilled. 
THE CHAIRMAN: Yes, I.think it appears carlier in 
the bricf. 
MR. WALTERS: Continuing to quote from the brief: 
g During the samc debate, Honourable George 
Brown, declared; - 
* I am persuaded that by committing all purely 
Loeal matters to local control, we will secure 
the peace and permanence of the new Confederation, 
That is a very important statement and expresses the 
view of the governmont of Ontario today. 4 desire for 
local control does not denote any dissatisfaction with 
confederation, but rathor serves to cement it. 
THE CHiIRM4N: The whole problem is, Mr. Walters, 


establishing what are local matters. It is at this point 


that differences have entered in any controversy in the past. 


MR. WALTERS: There is implicd in that statement that 


persons concerned with local responsibility should have 


local sovereignty over fiscal matters insofar as the revenue 


is necdcd,. 


t To the Gconcral. Govcrnment will bclong all matters 
of a goncrel character not specially assigned to the 
local governments. Thc powcrs and dutics of the 
local governmonts have been clearly defined. They 


are to have the power of imposing direct taxation, 


and all matters of a local character will be committed 


to then. 
Sir Thomas White, Minister of Finance, in the 
Budgot, address, 1917, said; - 


t The Dominion Government under the provision of 


the British North America act is cmpowered to raise 
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revenuc by any mode or form of taxation, whether 
dircct or indirect. On tho contrary, the provinces, 
and by consequcnce the municipalitics which 

dcrive their taxation power from tho Provinces, are 
confined in the raising of rcevenucs to the measures 
of direct taxation. For this rcason, since the 
outbreak of the war, I have hositated to bring 
down a measure of Federal income taxation, and I 
have not regarded it as expedient, cxcept in case 
of manifest public necessity, such as I belicve 
exists at the present time, that the Dominion 
should invade the ficld to which the Provinces 

are solely confined for the reising of their 
revenusc. ! 

Later, he added, ‘we do not know how long this 
war will last, but a year or two after the war is 
over, the measure should be deliberately reviewed 
by the Minister of Einences and the Government of 
the <i: 7 with the view of judging whether it is 
suitable to the conditions which then prevail." 

Unfortunately, Mr. Chairman, it has never bcen 
dcliberately or seriously reviewed. 

THE CHAIRMAN: I wonder if that is quite a correct 
statement, Mr. Walters? Do you not think that tue 
government, in considering the fiscal need and budgetary 
requirements of the government have considered carefully 
the sources from which the gover:ment could get revenue? 
Has it not boon @ necessity for the Dominion budgetary 
position, that the Government should have revenue from 
Shesc sources, and if not where would the governnent get 
its revenue? 

MR. WaLTERS: I am afraid, Mr. Chairman, that a Se stage My 


cover has reccived the dcliberate consideration of the 
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Governnent, the Governnent must have teken a very onc=-sidod 
view and wholly Cisregarded the crying necd of the province 
as woll as the province's dcosire to help the distressed 
Gunicipalitics, Those municipalitics are being crushed 
and driven into bankruptcy today by being called upon to 
assune a burden which the municipality should not be 
callod upon to bear. I am sure if the Dominion Governnent 
had considered tho nattcr, it would consider that the 
income tax is only a part of the fiscal systen. 

THE CHAilRMN: Of course, it is only a part, but it 


goes constitute a very important part of the Dominion 


MR. WeLTERS: Yes, it does now, 

THE CHATHMAN: Iam only trying to look at it from 
a practical point of view. I appreciate fully tne force 
of the argument which you have made. This argument has 
been made in other provinces, that the linitation upon the 
provincial power of taxation to direct taxation --- how 
helpful it would be to the provinces to have the field of 
income tax available to the province, I appreciate the 
forus of that argument. On the other hand, the Dominion 
Governnent must meet its budgetary requirements. What 
other source is there available from which it could secure 
the necessary money to carry on the business of the 
Government of Canada? 

MR. WALTHRS: Of course, sir, that is for the Dominion 
Government to adsscovcr. | 

THR CHAIRMAN: You sec, Mr. Walters, we have to look 


5 Ls Rs 
at the whole situation from all anglcs, There woulda be no 


use in our recommending a solution which, on its face, would 
be impractical- Tam raising the point only for the purpose 
of getting additional light on a difficult and complicated 


problen, 
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MR. WaLTERS: It is not for the people of Czechoslov- 
ekia to tell Hazr Hitler where he is to get a further 
outlet. 

THE CHAIRMAN: I trust the relations between Ontario 
and the Dominion are not similar to the relations between 


Czechoslovakia and Herr. Hitler. 


ene 


-— = 


7615 


MR. WALTERS: No, not the same, but the justificetion 
that you yourself advanced, Mr. Chairman, is to me analogous 
to the Aesop's Fable which describes the wolf about to leap 
upon the lamb, and the wolf says to the lamb “you are dis- 
turbing the water thet I am about to drink", The lamb says 
“hat is impossible because you are higher up the stream than 
I am, how can I disturb the water", 

As to my stetement that in my opinion it has never re- 
ceived the deliberate consideration, I would say this; that 
I have never ssen a statement in any budget address,-and I 
have read every one since Mr, Fielding's address, - I have 
never seen the statement that it has received the consider- 
ation of the Government, and I am sure that if it had receiv- 
ed deliberate consideration that they would have been only 
too ready to justify themselves by making a public announce- 
ment to that effect, 

THE CHATRMAN: Of course you recall, Mr. Walters, I 
think in 1930 or 1931 the Right Hon, Mr. Bennett made a pro- 
posal for a substantial reduction of the income tax in the 
higher brackets, which would be in accordance, I judge, with 
the view you have expressed here, that it is too high, But 
that was withdrawn, apparently the House was against it, and 
he did not proceed with that policy. I am speeking just from 
recollection of the situation; you will remember it better 
than I do, 

MR. WALTERS: Well, I will say, in my opinion Mr. Bennett 
is one of the soviiers economists in this country and he was 
along the right lines, But I think I can clear this up to a 
certain extent by guoting the Hon. Mr. Robb, with whom, I may 
say, I discussed this very matter, 

“On May 15th, 1917, Sir Thomas White also added, 'the 
Income Tax is peculiarly within the jurisdiction of the 
Province, and is a suitable tax for the purposes of 


the Province and Municipelity. In my opinion, the 
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“federal Government should not resort to an Income 

Tax untii it is indispensably necessary in the nat- 

ional interest that it should do so," 

COMMISSIONER DAFOE; There you have the qualifying 

statement again; the discussion shifts as to whether or not 
it is indispensably necessary, and you are back at the subject 
which the Chairman was discussing a moment ago, - is it in- 
dispensably necessary. 

MR. WALTHRS: This is like the woodshed conversation, 
"this hurts me more than it hurts you", 

COMMISSIONER ANGUS; Is there any deliberate consideration 
of the income tax that does not really mean comparing it to 
Some alternative tax that could give the revenue, - some al- 
ternetive tax or taxation? 

MR. WALTERS: I think that they have it there, it is work- 
ing well; it comes in just at the time when they most need 
the money, and the only consideration they have given is, how 
much more they can get out of it. 

COMATSSIONER ANGUS: If you turn to Table No. 3 and you 
see the details as you have set them out, of the different 
taxes, and you say also we will strike out the income tax, it 
means increasing some of the other taxes correspondingly. 

MR. WALTERS: Or else retrenching in expenditure; which I 
am not suggesting they should do, although many people suggest 
it. 

COMMISSIONER ANGUS; Yes, but which is the alternative? 

Is it to be a retrenchment in expenditure or a little of both, - 
a little of increasing some other tax? 

MR. WALTERS: Well, of course it is more, I think, in the 
interests of the taxpayers that budgets should be balanced by 
retrenchment rather than pushing for more revenue, 

COMMISSIONER ANGUS: Suppose you balanced by retrenchment 
and struck out the income tax, - and that would mean striking 


out very nearly a quarter of the revenue in recent years, - 


lvoe 3b sonace wnat a uae md set ey 
5 Bees Peon woda ‘sett sais: okt 9 at ab on itLow pat 
Mod el aevig: over your “notrershisdes tao it ont 
; ion wo fo ga te tn ld Jorn 

et ee oli dscae oo atu, eM, E> abana oth Taam v4 
ahetedt th: ont to | <uo mift tes ‘byad: pie an aitegeb sta 9 
Of .ee2 amonl ads nud’ bx baste Liiw ew ose : - ‘poy Baa sexed 
» Sekgectinogaozo. dees share et} 0 anos aoinaettod! anPent 


E sotdy. je Sheowxe 31 ani Cooeege auherso :cnatian 47M 

PHOT BNA, sigceq Yao tawetis ts hae p koe eect ac ideeague ton el 
Ue at 
eee ers att <1 detaw tod get. gam. Fao TAEDA 


” ito 40 Sitti a" sud ibeuqere al: Appiagyro tte ‘Se od ot or at 


; taar todtg anne sqogenordat "To toatl 2 

es ok tie I yeree od at ‘extute to tien.” ‘ S2GET IAM a 
ee Decnahet a) Sivode eteetus some atoqaqxes. aie to etecxeonl 
seunewet oro tot sotiiewg wget “pads ee enedsfon exe's 

Pammeaion a's $= Ye ooneied wai 0QUS, , sSNA BROTRE DIO 


grtaias noes pues “seit bee - Set, aempnak. act auo Mouse tate 


- ven danse. at sain vt ta Ye war paws & Ufieea (tev Ji 
4 a i 


- 
° es 


7 


> - 


¢ 


Ye 


7617 


would not that interfere with this process of transference 
that you praise? Is not the income tax the transfer tax? 

MR. WALTERS: The income tax is a compensatory measure, 
and in a sense compensates the people in the lower economic 
scale for the inevitable burden which they bear because of 
the incidences of consumption taxes, 

COMMISSIONER ANGUS: And that could be carried out as 
well by provincial tax as by a Dominion tax? 

MR. WALTERS: Within the jurisdiction of the province, 
yes, but from province to province, 

COMMISSIONER ANGUS: As between provinces. What could 
take the place of the income tax as a means of transference? 

MR. WALTERS: There are many transferences besides this 
method, but I say that probebly the demands of fiscal justice 
would be fully met by allowing the corporation tax to be 
still administered by Ottawa, to which this government makes 
no objection, 

COMMISSIONER ANGUS: You are speaking only of the personal 
income tax? 

MR. WALTERS: Yes, and that would effect a transference 
of purchesing power between the different provinces, 

COMMISSIONER MacKAY: What are the proportions of the 
personal and the corporation income tax, Mr. Walters? I have 
forgotten it, 

MR. WALTERS: The proportion in the collections? 

COMMISSIONZR MacKAY: Yes. 

MR. WALTERS: I believe it is about 60 and 40. There is 
a brenkdown here. Of course, it varies from year to year, 

because they have been pushing up the corporation tax, 

The yeer in which the Cheirman spoke of it, - in 1931 I be-~ 
lieve the Corporation Tax was 8%, It is now 15% for a 
straight return and a higher rate if consolidated, I will 
ask Prof. Taylor to answer Commissioner MacKay's question. 


THE CHAIRMAN: What are the figures of the corporation 
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tax? 

PROF, TAYLOR: In the fiscal year 1936, which is not the 
same as last year whichw had in the other total, - the 
fiscal ycar 1936, personal income tax yielded $33,000,000, 
corporation income tax yielded $43,000,000, with a special 
5% tax on interest and dividends paid to non-residents, 
$7,000,000, Fiscal year March 31st, 1936; that is the Fed- 
eral Government's collection only, 

MR. WALTERS: The next statement that I am about to make 
I cannot recall where I read it, but I know this view was 
expressed by the late Mr. Robb on different occasions. I 
am not sure but I believe in one of his budget addresses he 
said that the time may come, - I will read this but I want to 
make it clear that I am speaking now from memory and not 
by the book, 

THE CHAIRMAN: If you can find any reference to an 
address we would be glad if you would give it to us later, 

MR. WALTERS: Yes, 

"Honourable J. A, Robb, the Minister of Finance, 
in more than one address, made half a promise that the 
Dominion would get out of the field of income as far 
as the tax on persons was concerned, 

Honourable John Hart, Minister of Finance of 
British Columbia, in his Budget Speech, 1955, said; - 

'From Confederation onwerds, however, a tacit 
understanding existed to the effect that direct tax- 
ation was the sole prerogative of Local Government. 
It is not surprising, therefore, that the Provinces 
viewed with alarm the Dominion's invasion of this 
ficld in 1918 by the imposition of an income tax. 

It is felt that the Dominion should withdraw 
from the ficld of direct taxation. Since its incept- 
jon in 1919 the Federal income tax has yielded to 


the Dom nion $59,298,491.00; its advent in the province 
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has created & dual tax which has the effect of (a) 
penalizing enterprise; (b) it prevents accumulation 
of industrial capitel for the development of business; 
(c) it penalizes conservative business practice; (d) 
it discourages new ventures and thereby strengthens 
old ventures in their monopolies; (e) it prevents 
fluidity of capital,! 

Honourable T.W. McGarry, the wartime Provincial 
Treasurer of the Province of Ontario, in his Budget 
Speech delivered on the 7th of March 1916, said; L 

"At Confederation the Provinces were given the 
right to impose direct taxation, but were denied the 
right to impose indirect taxation. While it is not 
definitely laid down, there has been an understanding 
that the Dominion Government would adopt indirect 
taxation, and we, direct taxation. But during the 
past year there has been a direct tax placed upon the 
profits of all business, Direct taxation has been 
resorted to by the Dominion Government. I do not find 
fault with that tax at all, I commend it, and I say 
on behalf of the Government of this Province and the 
people of the Province that with any imposition which 
the Minister of Finance at Ottawa finds it necessary to 
eee ih order to pursue this war successfully we are 
entirely in accord, But, Sir, when the war is over 
there will come a time in the history of the Province, as 
there will come a time in the history of the Dominion, 
when we must regulate our financial dealings for the 
future, and among these financial dealings nothing 
will be more important than the taxation of the people, 
We desire that this taxation shall be imposed as 
fairly as possible. I therefore say that when that 
time arrives it will be the duty of this Government to 


see to it that we ere given the right to impose within 
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"to see to it that we are given the right to impose 
within the limits created by the British North 
America Act such taxation as we may think necessary,? 

At various Dominion-Provincial Conferences, the 
Provincial Prime Ministers were practicelly unanimous 
in expressing the view that the Dominion has invaded 
the Provinciel field in placing a tax on persons, The 
tax on corporations was more of an indirect nature, 
and consequently did not receive such criticism," 

THE CHATRMAN: Mr, Walters, in one of the briefs sub- 
mitted to us, I am not sure which, there was a resolution 
from the interprovincial Conference of 1918 set forth, the 
substance of the resolution being that while the provinces 
should not ask the Dominion to withdraw from the income tax 
field having regard to the conditions then existing, they ex- 
pressed the hope that the tax would be divided as between the 
Dominion and the Provinces, and the Provincial share distributed 
per capita according to the population of the different 
Provinces, I think it was the 1918 conference, and I think 
that appeared in one of the briefs filed in British Columbia, 
Have there been any other resolutions? It would be interest- 
ing to have all the minutes here; if we could be furnished 
with a list of any resolutions passed at the interprovincial 
Conferences in reference to the income tax matter, You say 
it has been discussed at these different conferences? 

MR. WALTERS: Yes, Mr. Chairman. I shall make a search 
and if there are any such resolutions available back to the 
time of the imposition of the Income War Tax Act, I will 
produce them, That method would answer your question, Prof. 
Angus? 

COMMISSIONER ANGUS: It would answer my question as to 
your meaning. I do not mean I was necessarily advocating that 
method of transference. 


MR. WALTERS: It would, in a sense, meet what we both 
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agreed, 

COMMISSIONER ANGUS: Yes, 

MR. WALTERS: To continue reading from the brief: 

"At the Dominion-Provincial Conference at Ottawa 
in December 1935, the Prime Minister of Ontario took 
the stand that the levying of a tax on incomes of 
persons and personal corporations resident in the 
Province of Ontario was an invasion of the Provincial 
field of taxation. This stand was supported by the 
treasurers from every other Province of the Dominion, 

The Government of Ontario submits that, inas- 
much as the Provinces and their associates, the 
municipelities, bear the larger shar« of the ever- 
increasing burden of Mothers' Allowances, direct relief, 
hospitalization, educetion and other social services! 
costs, they have the moral and equitable right to 
Driorivy ian income tax and all other direct taxes.” 

In 1918, Mr. Chairman, the Hon, T.W. McGarry, then 
Provincial Treasurer of Ontario, did not foresee the great 
emergency with which this provinee end other provinces would 
have to deal, that was brought about by the great depression 
which began in 1930 and extended and has not yet abated, 

COMMISSIONSR ANGUS: When we come to priority are you 
distinguishing the personal income tax from the corporation 
income tax? 

MR. WALTERS: It is for priority only with respect to 
tax on persons and on personal corporations. 

COMMISSIONER ANGUS: And the other does not come under 
direct taxes? 

MR. WALTERS: No, we are making no complaint about the 
tax on corporations except the one expressed yesterday, in 
the matter of taxing mines. 

“If the Dominion Government will look at this 


matter from a broad standpoint, they will accede to 
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"this request and will at least acknowledge the 
Provinces! right of priority in respect to direct 
taxation, If the Dominion authorities will do this, 
the Province of Ontario will be Willing to look efter 
unemployment rclief and will ask no assistance from 
the Dominion Goverment, but will make an equitable 
arrangement with the municip.lities, which will help 
to lift the heavy load of taxation that now bears 
upon real estate," 

THE CHATRMAN: Mr. Walters, just on that point; one can 
see, if that were done, how Ontario could handle its financial 
Situation, but there are some of the provinces which cannot 
handle their unemployment relief even if they had full 
priority cn income tax, That is based on financial statements 
which have been submitted to us, - particulerly the Western 
Ov LCOS « 

MR. WALTERS: Well, Mr. Chairman, I have not made an 
exhaustive study of the budgetary position and the taxpaying 
BoOLII>yY Ci the three. Prairie Provinces. bul ima genera way 
I have understood from conversations and items thet I have 
Tread in the Press, and 1 think parts. of it from the Bank, of 
Canada Report, that these Provinces are able to meet their 
debts and carry the load, 

THE CHAIRMAN: Well, those are not the Bank of Canada 
Reports of March, 1937, Mr. Walters, as I read them. My 
recollection is that the Bank reported that the Provinces 
could not, and recommended an immediate grant of a certain 
amount to tide them over, pending the investigation by a Royal 
Commission which would examine Dominion~Provincial Finencial 
relations, 

MR. WALTERS: I think they did say that the Provinces 
could pay their debts, Mr. Chairman, 

THE CHAIRMAN: I do not recall the details, 


MR, WALTERS: I think I saw that statement with respect to 
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Alberta, that they could meet the interest on their debentures, 

THE CHAIRMAN: Yes, they said that they could meet the 
interest on their debentures, but they would have to borrow 
for relief. That is my recollection... 

MR. WALTERS: I do not pretend to any intimate knowledge 
of their budgetary position, but if they are to carry” on, 
Mr. Chairman, as Provinces, they should be able to find ways 
and means to look after their local affairs, 

THE CHAIRMAN: You see, Mr, Walters, if there is any 
re-arrangement in financial relations between the Dominion 
and the Provinces one would think there must be some uniform 
principle applied, - that the same general principle should 
govern finangial relations between the Dominion and all the 
Provinces, dp you not think? 

MR. WALT@RS: Mr. Chairman, the same relations do not 
apply in the matter of subsidies, I think we get about 80¢ 
and some of the other Provinces get several dollars per 
capita, so that the arrangement there is not uniform, Fin- 
ancial relief could be given by increased subsidies, This 
Government makes no complaint, and does not consider that 
it is any of its business what the Dominion Government does 
with its revenues, which are properly collected, That is 
their business and meme not responsible to this Govern- 
ment but responsible to the electors of Canada; and not a 
word of complaint has been said in this brief, nor will be 
said, in regard to the inequality that characterizes the 
manner in which subsidics are distributed, There is no com- 
plaint about that at all, It is quite within the power of 
the Dominion Government to increase its subsidies to the 
Western Provinces. 

COMMISSIONER DAFOE: By that you mean interim subsidies 
as ein as unconditional permenent subsidies? 

wR. WALTERS: Exactly, Dr. Dafoe. 

COMMI<SIONER ANGUS: So that while Ontario would look 
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after its unemployment relief it docs not mean on condition 
that the other Provinces will do the same? 

MR. WALTERS; No. Old Mother Ontario wants this country 
to go on and prosper, and does not object to any help being 
Biven to the other Provinces, 

COMMISSIONER MacKAY: Your proposal then, or the infer- 
ence to be drawn from your remarks, Mr, Walters, would be 
this; Thet the relations between each Province and the 
Dominion should be on a separate basis? 

MR. WALTERS: Pardon me, I say at the present time, 
Prof, MacKay, they are on a different basis; there is no 
uniformity, and I make no objection to the fact that there 
is no uniformity, 

COMMISSIONER MacKAY: In 1867 we started off in an 
attempt at uniformity. We started out by attempting to run 
the country with at least some principles of equality as be- 
twcen the provinces in the matter of finance, We probably 
paid more "lip service" to those principles than we followed 
them exactly. Now, the inference of your remarks would be 
this: That we should go on, that we should be prepared to 
establish the relations between the Dominion and each particular 
province in an entirely different way, - no uniformity what- 
soever. I am not condemning that, I am just asking you do 
you think that is a sound principle on which a Federal system 
can be established? 

MR. WALTERS: Well, Prof. MacKay, I do not think it is 
any part of my duty to deal with that situation, but this 
part of my presentation arose out of the statement by the 
Chairman that it is all very well for Ontario to be given 
what it claims, - that is the prior right to collect income 
tax, - but the Chairman says that would not help some of the 
Westorn Provinces. Is that correct, Mr. Chairman? 

THE CHAIRMAN: It would not help the West and it would 


not help the East bear the load of relief. 
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MR. WALTERS: Then the Chairman mentioned the necessity 
of uniformity and I replied that there is no uniformity at 
the present time in respect to subsidies and I said we make 
no complaint. Now, furthcr than that, I do not think that 
I should attempt to outline a new scheme of Confederation 
with respect to transference by way of subsidies from the 
central cash box to the Provinces, 

CUMMISSIONER MacKAY;: Unfortunately the Commission has 
to reach some general conclusions on this, and we thought 
probably with your wide experience in the handling of fin- 
ance that you could give us some light on the subject, 

MR. WALTERS; I am afraid you give me too much credit, 

COMMISSIONER MacKAY: There is one point we have 
arrived at. Ontario has no objection if the other Provinces 
are treated differently? | 

MR. WALTERS: No, Ontario has no objection. I may refer 
to your statement, that at the outset of Confederation it 
was intended that they should all be put on an even basis, 
It was to this extent, that each Province was assigned 
Sovereign powcr over its own assets and the power of taxing 
its own people, and they said “here, as far as creating 
free trade within the provinces is concerned, we will put 
you all on a common basis, but if the need of one local 
Government is greater than another you have it within your 
own power, by local taxation, - and each time they said by 
direct tax, - but beware how you exercise it." They recog- 
nised that this country would develop and while at that time 
there was not present the great inequality of wealth that 
developed later and hes since come upon us, they recognized 
this fact, that each local Government would have to look 
after its own affeirs, 

COMMISSIONER MacKAY: But as a matter of fact, no Pro- 
vineial Government in Canada has reqlly stood on its own 


feet financially since Confederation. Our whole system is 
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based on subsidies; it began with that. It is true that 
Subsidies do not play such an important part now, but the 
principle of subsidies runs right through the whole of our 
history. 

MR, WALTERS: Yes, In the carly stages it was, I think, 
57% of the total revenue in this province, but even then 
we were not on a uniform besis per capita. Mey I proceed, 
Mr. Chairman, 

THE CHAIRMAN; Yes, Thenk you, Mr. Walters, 

MR. WALTERS: I will read from page 60: 

"It has already been shown that the financial 
responsibilities of the Province have inereased much 
more repidly than those of the Dominion, and there is 
every reason to suppose that this trend will continue, 
In the long run the Dominion's financial needs are 
not likely to inercase substentially. 

With proper manegement Dominion debt charges can 
be stabilizied and should in the near future begin to 
decrease, The cost of war pensions will start to fall 
rapidly during the next decade, Railwey deficits may 
not be entirely eliminated in the immediate future, 
but they will almost certainly be lessened," 

Surely some day they will settle this railway problem, 
and not crush us all, 
THE CHAIRMAN: Can you tell us, Mr. Walters, Yow it 
should be settled, 
MR. WALTERS: Well,.Mr. Chairman, if I could settle it 
I would not be here long. 
THE CHAIRMAN: Thank you, I agree, 
MR. WALTERS: Then after I had finished here Mr. Roosevelt 
would send for me. 
"Even if the Dominion does assume certain limited re- 
sponsibilities in the field of sociel insurance, these 


will doubtless be on a contributory basis, and with 
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"proper management, should not be a heavy financial 
drain." 

COMMISSIONER DAFOE: Mr, Walters, thet is a very 
cheerful prospect for the future of Dominion finance, but 
unfortuntely it is the view which prevails in Toronto and 
not in Ottawa, The Dominion Government, looking forward 
probably has little expectation of a diminution of their 
burdens, We have to bear in mind that Canada is a nation, 
in a world of nations, a% perhaps the most dangerous time in 
the history of man, and there are external possibilities 
which one cannot foresee and which are liable to make an in- 
creasingly heavy demand upon the resources of Canada, T am 
inclined to think of the two views, - it seems to me that 
would be a consideration which the Dominion Government would 
be bound to bear in mind in giving their consent to a re- 
allocation of sources of revenue, which might permenently 
limit those necessarily limitable powers which the Dominion 
has to have in view of the possi-ilities of emergencies 


arising, 
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MR.WALTERS: Well, sir, I am glad to say that I am 
fully aware of the critical timesthrough which we are 
passing. Theyare not as dark as some of the days that 
the British Empire has come through before and I am 
satisfied that the genius of the British race and our 
democratic institutions, and the wonderful resources we 
have in this country, that we have to look pomaea 
to a better time than we have now. 

GOMUISSIONER DAFOE: Yes, but theycost money. 

MR.WALTERS: I am satisfied that we are just gcing 
through the tunnel and we are going to see daylight. And 
I am satisfied the day will come soon when the Dominion 
will balance its judgets and reduce its debt, as it did 
for a number of years, it reduced debt and reduced 
taxation, and that day will come again. 

THE CHAIRMAN: We are all hoping for it. 

COMMISSIONER DAFOE: We will all pull for that but 
the alternative possibilities cannot be absent from the 
minds of the authorities at Ottawa. 

MR-WALTERS: Well, if this country cannot swim out 
ho country in the world can. 

COMMISSIONZR DAFOE: That may be so. 

MR.WALTERS: I predict that my grandchildren will 
be living in a better time than I am living in.I am 
more hopeful for the Dominion than I am for the province 
and the municipalities under the present order of things. 

"Te trend of Provincial obligations has 
already been discussed. The costs of education, 
health, welfare, housing, rural standards of 
life, and the relief of municipal tax rates, all 
present financial problems that the Provinces must 


face within the limits of their budgetary capacities. 
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We have already discussed differonecs in 
cconomic and political standards in tho different 
regions of Canada. An important part of the 
political differences betwocn regions, a significant 
variation in the political mores, is the 
difforent conceptions of mcans of achioving the 
varying standards of social justicco. Those 
difforcnces in the regional conecptions of public 
morality arc, wo submit, of fundamental importance. 
It is of tho esscnec of solf-government that a 
people shall be pormitted to cstablish and 
enforce its own considered standards of fiscal 
justice. Diffcrent regions of Canada have varying 
conceptions of the usefulncss of particular types 
of taxes in achieving their own standards of 
public morality. In part theso differences of 
Opinion with regard to public morality ariso out 
of different economic conditions, but also, in 
part, they ariso out of varying conceptions of 
the ends of the Statc, tho objectives of 
government, and the foundation of political ethics." 

COMMISSIONER ANGUS: Is not that subject to their 
being included in a froc-trade area that would make it 
very awkward if one of them, shall we say, estab lished 
higher standards than another, and was cxposed to sceing 
industrics move to tho province with the lower standard? 

MR.WALTERS: Yos, I quite agreo if we created a 
paradise in the province of Ontario, as some people 
think at prosent it is, all tho pooplo in Canada wuld 
move to Ontario. 

COMMISSIONER ANGUS: I sec that possibility, but if 
you were croating a high-wago standard it might make all 
the industrios move elscwherc. J moan tho other 


possibility is thorc. 
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MR.WALTERS: I disagroc with you. I bolicve that 
high, sound wages, within a propor scalo contributo to 
bettor conditions and bottcr manufacturing conditions, 
and that low wages contribute to bad conditions, to 
discontont and to all sorts of obstaclos that will drive 
pooplo away, industrialists away. The first thing that 
an industrialist wants - the first thing ho must have 
of coursc is markots, but the next thing ho wants to 
know is if ho can get skilled labour and if thcy are 
contented pcople. Now, he cannot havo that unless he 
pays them a deccnt share of the profits he earns. 

COMMISSIONSR ANGUS: Without discussing that in 
dctail, I suppose our tariff is basod on cxactly the 
Opposite assumption, that the competition from low wage 
countrics is often supposed to be very dotrimontal to 
the wage standards of & country that, on your statément, 
would be the better place of the two. 

MR.WALTERS: I don't think our tariff is bascd on 
that altogether. That is just one of the component parts 
or factors. 

COMMISSIONZR ANGUS: Yos, but insofar as it is 
applicable it is the opposite viow to the one you havo 
expressed. I moan, poople do spoak about Japanese 
competition, the dangor of it, 

MR.WALTERS: Yes; I think Henry Ford pays the highest 
wages in the automobile industry and hoe has reaped the 
greatcst reward. 

COMMISSIONER ANGUS: I am not contcsting the value 
of high wages and thc quality of the labour, and the 
fact that high paid labour is oftcon choap labour. That 
is true. But you can find industrialists that do take 
advantage of swcated labour or bad conditions and there 
has beon for instanecc, in tho Unitod States, 2 good deal 


of discussion of the possibility of industrics heing 
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moved from one state to anothor if my stato puts its 
standards too high. At any rato, that is an argumont 
that is continually usod against putting tho standards 
too high by the vory pooplo, tho omployors thomsclvos, 
who, on your contontion, would havo tho greatcst intorcst 
in improving tho standards. 

MR.WALTERS: I don't want to got into an cconomic 
argument as to how much of tho purchasing powcr the 
employer should have to purchase tho goods that ho 
himself manufactures, but I submit this, that good 
wages, fair wages, attract industrialists rathor than 
repel them. 

COMMISSIONER ANGUS: But I merely wanted to raise 
the qucstion in relation to the paragraph you have just 
read. If you have two provinces that cannot put up 
tariff barricrs against cach other, aro you not likely 
to have a situation in which ono, pursuing its standard 
of social justicc, considers the other has become 
a menace to it, complains in cortain cascs that competition 
has resulted from the fact that the state next door to 
it docs not kecp u tho samo standards? Or do you think 
that is a negligible thing? 

MR.WALTERS: No, it is an argument I hear frequently, 
but IL come back to your original statoment, that I do 
not believe that by creating fair wage standards you 
drive out industries to another province where the 
standards are not fair, because you got the best workmen 
and produce the best product and gct the market. 

COMMISSIONER DAFO#H: Thore is 2 sontonco hore which 
says : "It is of the osscneo of solf-govornment that 

a people shall be pormittod to costablish and 
enforce its own considerod standards of fiscal 


justice." 
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You recognizo that an argumont might be mado, and no 
doubt will bo made, that the minimum standards of fiscal 
justice should bo Dominion-wide and not provincial. 
There is a ficld therc for discussion. 

MR.WALTERS: I submit, sir, that in considering a 
taxation scheme you must take cognizance of the burdon 
that comes from tho cxaction of all tho taxing bodics. 

COMMISSIONER DAFOE: It would be on the basis of 
a minimum which could be varied upward but not downward. 

MR.WALTERS: You see, the Dominion in its fiscal 
scheme must give consideration to the fact that other 
taxes will be imp®sed by the municipalities and by 
the provinces, and if it disregards this then there is 
fiscal injustice, there are inequalities which should 
not prevail. 

THE CHAIRMAN: There is no doubt as to the correctness 
of that proposition, Mr.Walters. 

MR.WALTERS: And I take it that is what you are 
trying to arrive at here. 

COMMISSIONER ANGUS: Are you not setting up a 
difficult problem there? You say each region should be 
pemitted to establish its own standards of fiscal 
justice. The Dominion must take account of the taxes 
wich will be imposed in each region or else there will 
be fiscal injustice. Does not that make ten: 
different standards of fiscal justice, with the 
Dominion attempting to fit in with the standard of 
each of the nine provinces? Is that a practical thing? 

MR.WALTERS: Perhaps I might better put it this way, 
that in onsuring fiscal justice to the taxpayers of 
each particular region one public authority wili 
approach it by one method and another public authority 


by another. You are aware of the fact that there is no 
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income tax in the province of Quebec; Ido not pretend 
to have a great knowledge of the mentality of the people 
of Old France but I have always understood that it is 
repugnant to the people of France to pay direct taxation, 
direct taxes. if that be true that is reflected 
perhaps in the methods of taxation which the people of 
the Province of Quebec prefer. So that I do not mean 

to say that one region as opposed to another will deny 
full fiscal justice to its tax-payers but their idea 

of the method of “nsuring fiscal justice will vary 

as the economic situation and the necds and so on will 
Vary » 

COMMISSION#kR ANGUS: Yes, I concede the methods vary, 
but you have said -- 

MR WALTERS: I think I might better have stated it 
that way than this way. 

COMMISSZTONER MacKAY: tf you carried the principle 
to the logicai conclusion would not it be a different 
system of fiscal justice for every municipality? 

We heard some suggestions fron certain municipal 
organizations here last week that there was not quite 
fiscal justice in the province of Ontario, as between 
the province and the municipality. All I wish to say 

is I think you are laying down an impossible standard of 
application. 

MR.WALTERS: Of course I do not intend that this 
shall come in smallocr, smaller circles until you get 
down to a family. 

COMMISSIONER MacKAY: Where are you going to draw the 
line? 

MR.WALTERS: = draw the line by the nine provinces, 
and I shall develop this later on in my brief. 

THE CHAIRMAN: Thank you, Mr.Walters. 


MR.WALTERS: "We submit that oach province, if it 
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is to enjoy that moasure of political scolf- 
government which is tho ossence of Canadian 
fodcration, must have tho right to impose its 
own standards of public morality in its own 
ficlds of taxation. Aftor tho provinces havo 
established thoir policies tho Dominion may 
impose its conecption of fiscal justices in 
rolation to Oonfodcration as a whole. 
When tho principal income tax is lovioa by 
the Dominion, with indentical exemption allowaneas 
from coast to coast, sorious injustices arise 
fran the differencesin the cost of living. It 
is well known that $3000 a year represents a much 
larger real income in the Maritime Provinees than 
it represents in Ontario or in British Columbia. 
While it is agroed that the bases of federations 
differ considerably in the several federal systoms 
in the world today, it is not without significance 
that in every other important foderal country, 
the states, provinces, or cantons, have the prior 
right of taxing imeomes. 
In the United Statcs all national, state 
and local taxes, paid or accrued, except income, 
estate, succession, logacy and gift taxes, and 
taxes assessed against local benefits, aro 
allowed as deductions from income under the 
Federal Income Tax. (Revenue Act, 1936, Scction 
23-¢c). 
In Australia, by Income Tax, Section-- 
THE CHAIRMAN: Mr.Walters, just on that point fora 
moment as to the United States: "In the United States 
all national, state and local taxes, paid or 


accrued, except income, estate, succession, 
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logacy and gift taxcs, and taxcs assossod 
against local benefits, arc allowcd as 
deductions from income under tho Fodcral 
Income Tax." 
Apparently income tax paid to the State is not then 
allowed as a deduction? 
MR-WALTERS: No, Mr.Chairman, but inhcritance taxes 
are. 
PROF. TAYLOR: Federal, no. If I might interrupt, 
it is Fedcoral income taxes. 
THE CHAIRMAN: "All national state and local taxes, 
paid or acczucd". 
PROF. TAYLOR: This is just a paragraph of a long 
section which takes almost a page. 
MR.WALTERS: Read it. 
PROF. TAYLOR: Scetion 23, Deductions from Gross 
Income: 
(c) Taxes generally - Taxes paid or accrued within 
the taxable ycar, except - 
(1) Fedcral income, war-profits, and exccess- 
profits taxes (other than the excess-profits tax 
imposed by soction 106 of the Revenue Act of 
1935)". 
THE CHAIRMAN: Is that the Federal Act from which you 
are reading? 
PROF. TAYLOR: I am reading from the Federal Act. 
This is the Act of 1936. 
THE CHAIRMAN: What doos it mean by the deduction? 
The Federal Income Tax is deducted? 
PROF. TAYLOR: I presumo it moans in making my 


income tax return for 1938, and doclaring my incane for 
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1957 that I cannot deduct fram that tho tax I have paid 

in 1937 on my 1936 insoome. 
(2)" income, war-profits, and excoss-profits 
taxes imposed by the authority of any foreign 
country”. 

And it goog on: "But this deduction shall be allowed in 
in the case --" 

It goes on to describe the reciprocal arrangement. 
(3) "estate, inhoritanco, legacy, succession, 
and gift taxes." 

THE CHAIRMAN: That is deducted? 

PROF.TAYLOR: No, these may not be deducted. Tmt is, 
if you have paid an inheritance tax during the year you 
cannot deduct that from your income during that year. 
That is as I understand the matter. 

THE CHAIRMAN: If you have paid a state income tax 
during the year? 

PROF. TAYLOR: It says: "Estate, inheritance, 
legacy, succession, and gift taxes", and 

(4) "taxes asscsscd gainst local benefits of a 
kind tending to increase the value of the property 
assessed ;" 
I presume that means what we would call local improvement 
taxes. It is section 23(c) of the Rovmue Act of 1936, 
Public Bill No. 740-74th Congress. 

COMMISSIONER ANGUS: You deduct the municipal taxes 
On your own property? 

PROF: TAYLOR: That is as IJ understand it. I had a 
little difficulty trying to dofine that myself. 

MR.WALTERS: I have here, Mr.Chairman, the Tax Systems 
of the World, and it sets out that in making the inheritamce 
tax by the foderal authority they allow the taxes paid to 
the states up to 80% of the rate. 

COMMISSIONER ANGUS: Is not that just a device fora 
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relatively unifom inheritance tax? 

MR. WALTERS: Yes, in a measure, but it is to 
reeognize the priority of the states in collecting the 
inheritance tax. I believe I saw a message tho other day 
from Governor Lchman on this very mattcr, I don't know 
if wc have it hore, protesting against tho encroachment 
by the fedcral authoritics upon tho Stato of Now York. 

"In Australia, by Income Tax, Scction 72(1), 
the tax payor may deduct from his income, before 
calculating his fcdcral tax - 

(a) all rates which are amnually asscssod. 

(b) Federal land tax, or land tax imposed 

under any law of a State or of a territory. 

(c) income tax imposed undor any law of a State 

or of a Territory. 

In Gormany under the Fedoral ™mpiro, the State 
had, sriority in respect »f income taxes. They 
lost this right with the passing of the Federal 
form of government. 

In Switzerland, Canton and Commune income taxes 
have priority over the Federal Tax.” 

These havo all come out of this"Tax Systems of the World, 
7th Haition. 

THE CHAIRMAN: Thank you. 

MR.WALTERS: I am not sure if you have a copy of it 
but I know the Federal authorities have at Ottawa. 

THE CHAIRMAN: It would be a very convenient book 
for reference. 

MR.WALTERS: Yes. This book contains our own tax 
structure to which I shall refer water on, if you so 
desire. Page 62: 

"the Government of Ontario believes that the 


economic progress of all classes of people 
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depends in large measure upon the steady 
accumulation of industrial and social capital. 
When capital investments proceed confidently and 
at a healthy pace, employment abounds, Canadian 
youth finds work at home, sound immigration 

is encouraged, and standards of living progress. 
This is true, whatever type of economic system 
is in operation, No economic system can function 
progressively where taxation drains the principal 
sources of new capital to finance current 
expenditure. 

At the present time large amounts of capital 
are required in Ontario to modernize industrial 
plants and to extend the development of natural 
resources. 

in 1929 new industrial capital issues in 
Canada totalled $470,000,000. In the following 
years new industrial issues fell drastically 


as the following table shows: 


1929 - § 470,000,000. 
1930 = 274,000,000: 
1931 - $$ 50,000,000. 
1938 .3- “@ ” 8,000,000; 
1983 -  $:. 95000,000. 
1934 - $ 43,000,000. 


The following are the statistics of the total 
capital employed in Ontario manufacturing 
industries as reported by the Dominion Bureau of 
Statistics: 

1926..$1,985,166 ,000 1931..$ 2,285,361,000 
1927... 2,164,181 ,000 1932.. 2,144,009 ,000 
19288... 2,275 ,924,000 1983,.. 2,087 072,000 


1929.. 2,418,340 ,000 1934., 2,063,721 ,000 
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1930 ... $ 2,431,369,000 1935... $2,064,194,000 


Average Average 
Annual Annual 
Increase Decrease 


1926-30..6$. 111,551,000 1930-35... 72,435,000 

Over the next few years probably not less than 
$200 ,000 ,000 is required for modernization if 
Ontario industries are to rotain and improve 
their position in both domestic and export 
markets. Thosc sums must come from private invest- 
mont, from corporate profits, or fram now foreign 
investment. 

The principal discouragcment to such investment 
is the very high rate of tax on corporation 
profits. This is a form of double taxation which 
is both onerous and uncertain, especially to 
foreign investors. 

Another discouragement is that the Income War 
Tax Act expressly disallows the deduction of 
obsolescence losses on machinery and squipment 
(Section 6-b). In England obsolescence has 
becn allowed since 1897 by regulation and since 
1918 by statutc. Now regulations issucd in 1931 
still further broadened and extended the definition 
of obsolescence. In the United States obsolescence 
was allowcd in part undcr the Act of 1909, and 
fully rocognized in the Act of 1918. The 
argument in favour of pormitting generous 
allowances for obsoleseenee is that it encourages 
modernization of plant and replacement of out-of- 
date machinery. It is generally agreed that the 
law in England has beon of dofinite value in 
encouraging modcrnization, and in stimulating 


the capital goods industry during tho depression.” 
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In the Business Profits War Tax Act allowances 
were made for obsoloscenecc, but not in tho income tax, 
they allow only depreciation. 

THE CHAIRMAN: Obsolcoscecnce never has been allowed 
in the income tax? 

MR.WALTERS: No sir. Some consideration is given 
in the fairly gencrous rates of depreciation. 

"In Canada depreciation allowances are moro 
generous than in England. There are, however, 
a number of industriocs, for cxample, hosicry, 
furniture, certain metal trades, where the 
a..lowance of obsolescence would immediatcly 
stimulate capital expenditures in plant roplace- 
ment. The immediate cost to the Troasury would 
be small, and the loss would be more than 
returned to the Treasury in the tax revenues 


from the larger profits of later years." 


THE CHAIRMAN: That proposition, which of course 
must be of great concern to business men ongaged in 
industrial undertakings, J assume has been taken up 
with the Dominion Department of Finance, has it? 
MR.WALTERS: JI should imagine it has becn the 
subjoct of much consideration. 7° romembcr a few years 
ago, perhaps you will rocall, that there was great 
delay in the dclivory of Ford cars, it was due to the 
fact that they had entirely scrappod, they spent 
millions of dollars in the design of new machinery. 
Under the act thcy would gct no allowance for scrapping 
their old machinery and kecping pace with the progress 
of modern invention. 
"The agplication of the Domini:a Income ..fr 
Tax to personal incomes also includes a number 
of foatures which discourage invostment and tho 


dovelopmont of new undortakings." 
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I make this romark horo, sir, that 1 put it in 
this form, that if wo woro administoring tho act oursclvos,- 
and thore is no complaint about tho way it is administered 
by Ottawa; tho fact is there is nothing but praise for 
tho way that Mr.Frascr Elliot and his associates havo 
administered the Act - but if it were puroly an Ontario 
act and did not have to fit in and dovoe-tail in with tho 
Dominion Act, considoration would be givon to what 
are bolisved to bo certain faults in the act itsolf. 

"Ono such foature is the highly arbitrary 
distinction betwoen ‘oarnced’ and ‘investment! 
income. Tho distinction was introduccd in 1935, 
applicablo to incomes received in 1934, and is 
madc in the following tcrms: 

‘Harned Income’ means salary, wages, fecs, 

bonuscs, pensions, superannuation allowanccs, 

retiring allowances, gratuities, honoraria, 

and the income from any office or employment 

of profit hcld by any porson, and any income 

dcorivod by a person in the carrying on or excercise 

by such person of a trade, vocation or calling, 
eithcr alono or, in tho caso of a partnership, 

as a partnor actively ongagcd in the conduct 

of the business thcroof, and includes indemnitics 

or other remuneration paid to members of 

Dominion, Provincial or territorial 

legislative bodies or municipal councils, but 

shall not include income derived by way of 

royalties, or any income, irrespective of the 
sourec of combination of sources from which it 
may bo dorived, in oxccss of Fourteen Thousand 


Dollars 5 


TInvestment Income’ ineludes any income not 
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dcofined horoin as 'carned income’ and also 
any amount dcoomcd by this #ct to be a dividend 
and any income from whatcver sources dcrived 


in cxcess of Fourtocn Thousand Dollars." 


7 
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snceuodt svorene® ty ; 


" The econonic justification for imposing 
higher rates of tax on investment or funded incone 
is that it possesses a grcater measure of security. 
Receipt of funded income makes it loss necessary 

to save for old age or for any other forn of 
economic incapacity. The wholly arbitrary surtax 
on salarics exceeding $14,000 a year, a sur tax over 
and above all other sur taxes, discourages or 
prevents & substantial amount of saving and invest- 
ment by men who are in an cspecially good position 
to direct advantagcously the flow of new investnent, 

It is interesting to note that the definition 
of carned income, for purposes of the United States 
Income Tax &4ct, is similar to that of the Canadian 
Act in that it limits this term to $14,000, ‘The use 
of this definition in the United States Incone 
4ct is different, however, because in that act there 
is no additional tax for that proportion of a 
person's incone which is earned which is cecmed not 
to be cained income, rather there is a deduction 
or creait allowed of a portion of the defined 
earned incomc before the tax is calculated. (Revenue 
AGG. 1956, $225). 

In the British Income Tax sct the dcfinition 
of carnca income is again similar to the definition 
in the Canadian Act, with the all important 
difference that there is no limit placed at 
$14,000 or at any particular point. «gain in Great 
Britain, as in tho United States, there is no 
special tax imposed because a porson has income 
not c€cfinca as carned income. Instead there is a 
erecit allowed of 20 per cent of the earned income, 
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Bill, s. 81} 

It can be scon that in the United States and 
in Great Britain the dofinition of earned incone 
has a purposc of valuc to the taxpayer. It gives 
the taxpayer an incentive to make a larger earned 
income, beeausc he will reeeive a largcr credit 


before the tax is applied." 


COMMISSIONER 4NGUS: Docs not the naxinun of £300 


come to much the same thing as a limit? I mean, given 


the different way of calculating the tax, it does, does it 


not? 


MR. WiLTERS: It docs, to a certain extent. Continuing 


to quote: 


= In Canaca this is not the case. In this 
country invest ent imcone is added to earned incone 
and the total is considered the net taxable income. 
No crecit is allowed against net taxable income for 
a neetien of the earnec income. The rates of tax 
are set out in the First Part of the First Schedule 
of the Dominion 4ct and range from 3 per cent on the 
first $1,000 in excess of exemptions to 56 per cent 
on all income in excess of $500,000, On top of this 
all income in excess of $14,000 even though it is 
included in the basis for tax under the First Part 
of the Schedule is set out again as a basis for tax, 
this time as investment income anc subjected to 
further tax at rates ranging from 3 per cent on 

the first $6,000 in excess of $14,000 up to 10 per 
cent on all income in excess of $200,QC0, These two 
taxes are not all. When a man has a total income 


in excess of $5,000 he is required to pay in 


addition 5 per cent of the total of these two taxes. 
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” anothcr discouraging aspoot of tho Dominion 
Income War Tax 4ct is that there is no provision 
for the averaging of losses made in one year against 
profits in another. This principle has been in 
force for many years in the British Incone Tax Act 
(Finance Act, 1926, s. 33. Cocified Bild). 96}5 
Take for example a concern which is just newly | 
organized and which over a period of two, three 
or four years is building up its business and is 
running at a loss. Under the present Act i% is 
never given any erecit for its accurmlated losses 
or such expenses as advertising or a sales campaign. 
When the period comes that it makes a profit, it has 
to pay on the profit made in that particular year 
and is given no credit for its proliminary losses 
ané expenses without which it most probably would 
never have mace a profit. 
snother example -- " 
This example is taken from our own file of corporations 
paying corporation taxes here. 
" .. is the case of a company in the business of one 
of the building trades. In cight of the years from 
1918 to 1932, the assessed profits totalled $160,000 
on which it paid taxes of approximately $16,000. In 
the seven remaining years it mace losses totalling 
$150,000. Its total net income during fifteen 
years was, therefore, only $10,000 im which it paid 
trxes of $16,000 or 160 por cent. 
THE CHAIRMAN: How would you deal with a caso of that 
kind, Mr. Walters? 
MR. WALTERS: This is, of courso, an oxagerreted case. 
No government could be expected to average it over a long 


period, but I think a closer analysis would disclose that 
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that this company would have experienced a substantial 
anount of relief by being allowed to average its losses 

over a period of three years. I think, porhaps, the justice 
of this principle is well recognized, although I know that 
it is objected to by many ccononists on the score of admin- 
istration difficulties. 

THE CHuTRMAN: It is cone in England, you say? 

PROFESSOR TSYLOR: <Any loss can be pro-rated for the 
next six years. 

COMMISSIONER M:aCksY: Would the Treasury lose much 
by such an arrangencnt? 

MR. WaLTERS: The English pcople are very wise in 
matters of taxation. In England, I believe sixty per cent 
of the revenue cones from progressive taxation. I continue 
to quote: 

: Take the case of a farmer having a crop 
failure over a period of years, or a manufacturer 
sustaining losses over a period of years. No 
consideration is given for these lean years, in the 
event of these farmers anc merchants later having 
profitable years," 

Take for example, the farmers I often gear it said 
that farmors @o not pay income taxes. In good times the 
farmcrs of the three preirie provinces have to pay incotice 
taxes, as you no doubt know, Commissioner Dafoe. 

COMMISSIONER DuFOB: Not recently, at any rate. 

MR. M,LTERS: No, but when they have crops, these 


farmers in the west have to pay income taxes. « farmer in 


the west cannot gct away with it like a farmer in Ontario, 


because the farmer in the wost markets his produce through 


certain centres; This enables tho taxing authorities to 


got all the information concerning the farmor * sales, 
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This is similar to the case of the professional 
man who has been out of employment for some time and whose 
profession has been carried on ata loss. 

Continuing to quote: 

"Similarly in the case of a person and particu- 
larly a professional man who for some years has been 
out of employment or whose profession has been 
carried on at a loss. no consideration is given for 
these lean years, when later he finds himself to have 
an income above the statutory exemption." 

I can refer to the case of a doctor which comes within 
my own knowledge. It is the case of a well-known doctor 
who was lately connected with the provincial govern- 

ment. He had been here in a position, I think he had said 
he had been here for ten years, then he left. Talking to 
me the other day, he said that in the ten years people 
had forgotten that he practised medicine. Somebody else 
has his patisnts or perhaps the patients who would go to 
him believe that this man has been out of practise and 

is not up to date. The doctors have had to keep up their 
establishments as well as they were able, although many 
were on relief. Now, a time comes when the doctors begin 
to = their practise back and re-establish themselves. 
They have accumulated debts for which they receive no 
consideration. Some of them get into the higher income 
brackets and there is no relief given them for these debts. 

Continuing to quote? 

“ALl of these examples have to do with the 
principle which has been in force in Great Britain 
for many years permitting losses in one year to be 
credited against profits of the next succeeding six 

Serious consideration should be given to the 


years. 


jnstitution of the priaciple of averaging losses and 
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"profits over a term of years. 
Another serious fault is that the Dominion 
Income War Tax Act refuses to regard the tax- 
payers income as a whole, in the one situation where 
it ought so to be regarded. For instance a person 
has a fixed income from one source, say a salary of 
$15,000, In addition he engages in another business 
from which he receives no salary but which is carried 
on during the year at a loss. Under the present 
Act such a person is not allowed to offset this loss 
against his salary income. This practice clearly 
discourages individuals from actively assisting or 
participating in new or allied undertakings. 
(Relief of this nature is granted in the British 
Income Tax Act--Co®ified Bill Section 94 and in 
U. S. Revenue Act, 1936, section 23-—-e)." 
I would like to make a further observation, Mr. Chair— 


man. Many people are carrying real estate from which the 


revenue is insufficient to pay the cost of repairs, muni- 
cipal rates and taxes. The result is a loss. This citizen 
tries honourabl:* to pay his mortgage interests, pay his 
rates and taxes, From his $15,000 a year income, $5,000 
or it might be $10,000, depending upon the character of 
his he:iing is put into this pwsperty. Thus , his real 
income is $5,000, but hs is forced to pay a tax on $15 ,000 
which offends against the test of ability to pay. Carrying 
that further, it might be possible that he has nothing and 
still he pays taxes on his income, oven though he is in 
receipt of no real income. The average man's conception 
of net income does not always come within the definttion 
of the Act. 

THE CHAIRMAN: Just what is the provision in the 


British Act? You say that, "relief of this nature is granted 
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in the British Income Tax Act." 

MR. JALTERS: Professor Taylor has that information, 
he will explain it. 

PROF. TAYLOR: Section 94 of the British Income Tax 
Act reads: 


"Where a person carries on either solely or 


in nartnership two or more distinct businesses 

the profits of which are income of Class D--that 

is the income from a trade, profession, and so on--— 
and in the computation of the assessable income 

for any year of charge as regards any one or more 
of those businesses a loss is disclosed, that 
person may set off the loss or his share of the 
loss disclosed against the assessable income of 
any other such business for that year of charge." 

COMMISSIONER ANGUS: Would that cover real estate 

holdings; is that a business? 

PROF. TAYLOR: No, I would say, sir, I think that 

principle is recognized in the British Act. As a matter 
of fact, I was not listening to Mr. Walters at the moment, 
Actually, in England they do rather consistently his 

all land income on one side. The Muglé 3h land revenues 
are put in a class by themselves and are subjedt to 
certain special taxes, against which certain deductions 
can be made. However, I submit that the principle is 
there, quite plainly. 

THE CHALRMAN: Under the Canadian Act, the Dominion 
Income War Tax Act, it is income of each proposed business, 
is it not? 

MR. WALTERS: Yes, and in case of a dispute, the 
Minister may select which business he will tax. The Income 

Wax Tax Act recognizes this situation in respect of 


corporations. Corporations are permitted to consolidate 
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the returns of parent and Subsidiary corporations. The 
corporations are allowed to offset the losses sustained 

by subsidiary companies and absorb that into the profits 
eres main companies and the company's profit-earning 
subsidiaries, A slightly higher rate is now charged, 

but for years there was no higher rate. The consolidation 


was permitted provided it was requested at the beginning 
of a fiscal period and later on it had to be continued. 


The government does not permit the consolidation of activities 
or the merging of losses and profits in the case of personal 
income taxes, so that there is an inequality there. 

THE CHAIRMAN: The government does not permit a city 
man to deduct from his city income the loss he sustains in 
running a farm, 

MR. WALTERS: The government did for a number of years, 
but it dascovered that he was not a farmer, that was his 
hobby, like golf. 


Continuing to quote: 


"Some provision should be made for an under~ 
taking whose income is a bookkeeping profit and not 
@ withdrawable cash profit. The present Act makes 
no distinction between an income which might be in 
cash and another income which might be in inventories 
of merchandise, accounts receivable, plant, machinery, 
equipment and buildings. 4 developing and expanding 
business may for several years show a profit on its 
books, but have a net working capital position which 
makes the present high rate of tax most embarrassing. 
It might even be that this embarrassment would be so 
great that the business would have to be materially 
curtailed and its growth permanently retarded." 


I refer there to businesses under personal ownership 


and not joint stock companies. It is 4 most difficult section 
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of course, to rectify , I Tecognize that fact, but I 
am simply pointing it ovs. 
Quoting from the brief: 


"An Income Tax Act should allow a deduction with 


respect to life insurance premiums paid out of 


income." 
I think the making of such allowances encourages 
the principle of self-help, It seems to me that ewery 
man, every wage-ecarner, and particularly professional men 
who develop a certain standard of living and who may be 
suddenly cut off. that may should be entitled to provide 
an insurance policy which will represent one year cf his 
earned income, 
THE CHAIRMAN: How is it dealt with in Great Britain? 
MR. WALTERS: That is dealt with in the next sentence 
or two. 
Continuing to quote? 
"In Great Britain such relief is given (Codified 
Bill SS. 90-93:. This relief is of course subjedt 
to certain limits. The amount deductible may not 
exceed 7 per cent of the lump sum payable at the 
completion of the contract, nor may it exceed one- 
sixth of the individual's total incomes, nor may it 
in the case of annuity contracts exceed £100. It 
is suggested that life insurance premiums on policies 
up to $12.090 lump sum value or annuiiies up to 


$1,200 a year ought to be allowed as deductions from 


g 


taxable imncome.-*:' 
I might say taxable earned income, not invested. I 


know this section has received consideration at Ottawa, 


and, I think, quite favourable consideration. Again 8g 


wish to say that this is not a criticism of the fact that 


aAtTs 3 7 48 ‘ 
the Dominion Act does not make such a provision, put I say 
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an Ontario Act would make such a provision. 
Continuing to quote: 
"Inasmuch as the Dominion government con- 
tributes nothing to the upkeep of the Universities 


of Canada, it is submitted that the Dominion Act 
should grant exemption or a deduction for the ex- 


pense of a son or daughter attending University in 


the same manner in which a deduction is allowed 


for a dependent child." 


Mr. Chairman, you are one of the Governors of the 
great university im this city and I imagine you could 


appreciate the justice of such a provision. 
COMMISSIONER ANGUS: Do you mean by that, that the de- 


duction should go on beyond the age of 21 or that it 


should be larger for the ages 20,21,and so on? 

MR. WALTERS: It should be continued. 

COMMISSIONER ANGUS: But not at a higast rate? 

MR. WALTERS: No, not at a higher rate. It is the 
same as if that child were incapable of self-support because 
of mental or physical handicaps, the state makes an allow- 
ance in that case. However, if a citizen, at great sac- 
rifice decides to fit his child to become a more developed 
citizen for the state and that citizen sends his son or 
daughter to the university, after the child reaches the 
age of 21, his exemption ceases. I would say that inasmuch 
as the Dominion government contributes nothing towards the 
Mpport of the university--the province largely maintains 
those institutions--that the Dominion should recognize 
the fact and allow an exemption for this person. 

COMMISSIONER DAFOE: Would you limit it to the rela- 
tively small incomes? Could a millionaire claim exemption? 

MR. WALTERS: No, Commissioner Dafoe, we would give 
the millionaire the same exemption. The millionaire is 


granted the same exemption for his marital status and the 
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same exemption for his dependent children, as a man in 
the lower brackets. I think it should be extended. It 
does not involve a great amount, but I think there is 


a principle there which should be observed. 
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COMMISSIONER DAFOE: You were stressing the factor of 
sacrifice which is why I asked that question, 

MR. WALTERS: Well; I mentioned the fact that many 
people do, and if parents attempt to send their sons to 
University and do it at a great sacrifice, surely, it seems 
reasonable on their behalf, And of course, the rain falls on 
the just as well as on the unjust, and in that case I am 
not speaking for the millionaires, but they would benefit, 
But I would not object, perhaps your suggestion might be 
well to limit this to incomes of a certain type, and to earned 
incomes, 

"Under the Dominion Income War Tax Act when a 
person under-estimates his tax he is required when 
the assessment is made to psy the difference in tax 
plus interest on such difference at 5% per annum 
from the date the Income Tax as estimeted was payable 
until the date of payment of the final assessment, 

On the other hand if a person over-estimates his ta7: 
and applies for a refund, he may be able to obtain 

a refund, but there isene provision in the Actafor 
interest to be credited on the over payment. It is 
submitted thet this is very unfair. It is submitted 
that any overpayment of tax should carry interest at 
3% to be calculated from four months after the over- 
payment first was made," 

THE CHAIRMAN: Can you tell us, Mr. Walters, why no 
provision has been made in the Act for that situation? 

MR. WALTERS: Mr. Chairman, I cannot conceive why it 
has not been made, and I know there has been a public demand 
from the Atlantic to the Pacific, and I believe every 
Chamber of Commerce and Board of Trade has requested it. I 
would like to submit a cease which I think will appeal to you 
more strongly than this, because of your experience in the 


handling of estates. Suppose that you were the Solicitor ad- 
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vising the executors of an estate, and these people, charged 
with the responsibility of investing the income of the estate, 
your clients, come before you and say "Sir, we are presented 
with a demand from the income tax authorities for the pay- 
ment of say $10,000,, - a substantial sum of money, - we 

want you to advise us as to whether we are taxable. We say 
we aro not.” You look through the Act and study the Act and 
study the Exchequer Court decisions and the Privy Council 
decisions and the decisions in South Africa and Australia, 
and so on, and you say “Clearly, you are not subject to tax,” 
They say "That does not matter, the income tax authorities 
say we are taxable." "Well, I would advise you to appeal, 
and I would advise you to pay the tax”, But they say "Sir, 
if we pay the tax, we are the executors, we are responsible 
that the capital of this estate shall continue to earn an 
income". “Well, then, I guess you have to continue to earn 
an income. Do not pay the tax”, "But if we do not pay the 
tax and if the Court decides against us we will not only have 
to pay the tax but we will have to pay 8% interest”. Now, 

I submit that that is something that should not be in any 
taxing Statute, 

THE CHAIRMAN: I agree with you there, Mr. Walters, I 
think it is not a fair provision, that over payment should 
not carry interest at a moderate rate, sc thst the party who 
has over-paid his tax, if he gets a return of it, should get 
interest at a moderate rate. But is there a similar provision 
in the United States or the British Acts, or is our Act ex- 
ceptional in that respect? 

MR. WALTERS: I believe that ours is exceptional, I 
knowthateven the much criticized Succession Duty Act makes 
provision for any overpayment. We refund it. 

COMMISSIONER MacKAY: Are there ever any overpayments? 

MR. WALTERS: Yes. Over $3000.00 was refunded last year 


on Succession Duties by the Ontario Government. 


iad f to Yess. i 
epre ota ox... 7B yee Bue voy tote 
Lendge BSF Sa Oms SUS EEE OM 
5) ve - 

_¢ yestean : nes. tartasteadve B ~*, eeu”. 

Les [di awe nt tS 
ru . en kr ee. aitwoke t ent robot ont, Ban nx 
ghi- we ~ FR: py a oc . ; A 
Axed | ecitya Jom Ste yoy .yieaede” yao beh aor 

id .tetier tou Been oat 


Yq et 207 © 


1 t 
fe Lrrow ,LLev |, oidaye? 
i 
. ¢ ’ i+ vey of say Seiver 
4 * «€ . é ‘ : 
. 
aA [eueo <eP Nf9e omy , aad 


jan arene: oi ‘fede eortes aidd? towecigen-es 
| snows L «aed? ¢L Law 


:™ 
afi gua”, eet eft Yaq tad Od 
Term * i au 222 1885 ob S602 fuyd.). nit ar 
‘ iz Os svec . ft Bey ry sud eat ails ¥2 
* 
ry . 


yoo sods atinromea aa ‘sat. 7a 
,eutsds. gu x 

e few . word yoy diiw eatae I: AAO pate 

dt ,noftetvery 1ias 4 won at a I 


“ 


+ v4 ? Pe = 
ys eee } tert. ve oder. sdemebom 6 28 seotatal 
a i lq iteter: £ eteg oi 7 prot obs. bing- 


malalve rigte s otedd et dud ,otet atetebom a a. ‘ 
yo. gi 29 ,etpA serdned eddne aorars bested? © 
Sensqeet Tadd Al tL 

pugstqeame ef a Tie taut dveliad I~ (SRSRIAW 
to ede goleaasoue tastetdhto dou cane., 
sot taste OW .coempagtévo went 

Retac evagaeve ‘Yita Tov wiood aes a 


waey tant 


7657 


COMMISSIONER SIROIS: With interest? 

MR. WALTERS: With interest, Rather grudgingly given, 
but given just the same, 

COLMISSIONER DAFOE: At what rate of interest, Mr, 
Walters? 

MR. WALT&RS: 3%, We have paid as high as 4%, and that 
is a good rate of interest, It is better than we payin our 
Provinciel Savings Office, 

THE CHAIRMAN: Does your Succession Duty Act provide 
thet if a party fails to pay on demand the interest commences 
to run, and so on, ~ it runs at a certain percentage? 

MR. WALTERS: 6%, and in case of a dispute it is paid. 
But the case that I submit to you I submit, Sir, that as the 
lawyer for that estate you would be very much concerned, You 
are in a dilemma, 

THE CHAIRMAN: It raises a difficult problem, 

MR. WALTERS: I know that in this opinion I am supported 
by the argument, - I believe your patriot, Dr. Dafoe, has 
supported that contention, so I must be right. 

COMMISSIONER DAFOE; He supports all good causes. 

MR. WALTERS: This is not the first time you have come 
to my rescue, so I] read, May I read this concluding para- 
graph, Mr. Chairman, then I would like to stop here before 
we touch Succession Duties, 

"These points have been raised, not in criticism, 
of the technical administration of the Dominion Income 
War Tax Act, (For which this Government has nothing 
but praise as far as their handling of the tax is con- 
cerned), but as points in which Ontario's experience 
of the past few years has indicated that changes are 
desirable, The Ontario Act, of course, conteins all 
the same faults, because for administrative reasons, 
and to simplify the ta k of the texpayer in preparing 


his returns, the Ontario Act has been made, mutatis 
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mutandis, identical with the Dominion Act, except in 
the matter of rates of tax. The Ontario Government 
has received the most cordial ccoperation from the 
Dominion officials in all matters concerned with the 
administrative machinery of levying and collecting 
this revenue," 

COMMISSIONER ANGUS: When you say the two taxes are 
identical, are they identical on this point; the Dominion 
gives credit for American Income Tax, ~ taxes paid on 
American income, Does the Province give that too? 

MR, WALTERS: Yes, it does, although sometimes I wonder 
why we should do it. But we have done it in order thet if 
a person is subject to tax under the Dominion, he is bound 
to pay a tax, be it ever so small, under our Act; we grant 
the same exemption to all foreign jurisdictions which grant 
that exemption to the Dominion, If you will permit me in 
just a moment I will proceed with the discussion on Succession 
Duties, 

I proceed with the Succession Duty, On page 67, in 
Book No. 2: 

"Under the Ontario Succession Duty Act there are 
three principal subjects upon which the tax falls, 
namely, property passing on the death, a transmission 
within the Province as defined in the Act, of personal 
property locally situete outside the Province, and 
certain gifts made by the deceased person during his 
lifetime, 

Property passing on the death as defined in the 
Ontario Succession Duty Act, R.S.0. 1957, Ch, 26, 
Section 10, includes not only property actually 
passing, but in addition, certain classes of property 
which under the Act is deemed to pass, namely, property 
hela jointly, annuities and insurance, proverty over 


which the Deceased had a general power of disposal, 
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"property the subject of certain kinds of settlement 
made during life and property which was the subject 

of a gift made outside Ontario by the deceased person, 
if he wer. domiciled in Ontario at the time of the 
gift and at the time of the death, and if the property 
itself were situate in the Province of Ontario at the 
time of the death, 

The Act provides that when a person dies domi- 
ciled within Onterio and owning property being 
personalty situate outside of Ontario at the time of 
the death, passing to a person resident or domiciled 
within Ontario at the time of the death, there shall 
be deemed to be with respect to such property, a 
transmission within Ontario of personal property 
locally situate outside of Ontario (R.S.0. 1937, ch, 
14,) This provision and the imposition of duty upon 
such a *transmission*? were first introduced into the 
Ontario Act in the year 1934 (Statutes of Ontario, 
1934, Ch, 55) as a result of the decision of the Privy 
Council in the case of Provincial Treasurer of Alberta 
vs, Kerr, (1955), 4 D.L.R. 61, Frior to thet decision 
the Act had purported to tax only property situate in 
Ontario upon the assumption that the widely accepted 
opinion was correct, that the personal property of a 
person who died domiciled within the Province, al- 
though locally situate outside the Province, was to be 
treated as property within the Province for the purposes 
of taxation under the B.N.A,. Act, by reason of the 
application of the doctrine---mobilia sequumtur person- 
am. If this view had been correct it would follow that 
the intangible personal property of a deceased person 
would have been deemed to be within the Province, and 
consequently, subject to duty under the Act, The 


decision in the Kerr case, however, definitely upset 
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"this view, and accordingly, the tax upon all trans- 
missions defined as set out above, was resoadnee, 

Under the present Ontario Act, the duty upon 
Sifts made during the lifetime is made by imposing the 
tax upon ccrtain 'dispositions' made in Ontario, a 
disposition as defined in the Statate, being the act 
of making a gift either absolute or by way of trust 
or otherwise, but excluding, of course, the settlement 
comprised in the definition of 'property passing! as 
mentioned above, 

For the purpose of preventing evasion of duty 
upon mercly technical grounds, the Act elso imposes 
duty upon a person to whom a disposition of personal 
property has been made outside Onterio, where both the 
donor and the donee were domiciled in Ontario et the 
time of the making of the disposition and at the time 
Of the death, 

The following observetions are submitted upon 
Lie incidence of the duty imposed by the Ontario 
Succession Duty Act: 

The duty is imposed upon certain property, 
transmissions of property and dispositions of property 
as defined in the Act. In considering the duty upon 
property, little question arises with respect to real 
estate, as Ontario does not attempt to impose a duty 
upon real property situate outside its boundaries, 

In considering personal property, however, it should be 
emphasized that since 1934, the date of the decision 
4n Provincial Treasurer of Alberta vs. Kerr (1933) 4 
D.L.R. 81, the Province has imposed a tax only upon 
personal property locally situete in Onterio," 

MR. LANG’ Might I interrupt. That wording iS wrong. 
"The date of the decision" should be “following the 


decision, - in 1934, following that decision", 
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MR. WALTERS: The brief continues: 

“Furthermore the Province does not attempt to define 
what shall be personal property situcte in Onterio. 
The duty is imposed only upon such property as is con- 
sidered by law to be locally situete inside the 
Province, 

The duty upon a transmission or upon 4 disposit- 
ion as defined in the Act is in effect a tax upon a 
person or property. Here egain the duty under the 
Act must fall upon a person or upon property within 
Ontario. It is eccordingly submitted that in all of 
its aspects the Onterio Succession Duty Act falls 
clearly within the constitutionel limits allotted to 
the Province under the British North America Act," 

COMMISSIONER SIROIS: Is that contested? 

MR. WALTERS: I have never heard it contested, but it 
is just a statement made there because other jurisdictions 
might look hungrily at that source of revenue, 

THE CHAIRMAN: The point mede by other jurisdictions, 
Mr. Walters, was quite different; it was not a question of 
the constitutional velidity of various provincial Succession 
Duty Acts, but the point made was that the duty should be 
collected by the Dominion because moneys accumulated, par- 
ticularly in which estates had been as a result of business 
carried on all over Canada, therefore it would be a fairer 
division if it were collected by the Dominion and distributed 
by it for the public purpose, -— that is, used for public 
revenue, and thereby would operate, of course, as 4 transfer- 
ence of a certain amount to other provinces, I think that 
is the basis upon which the contentions wer~ made in certain 
briefs submitted to us. 

MR. WALTERS: I submit, Mr. Chairman, that they are not 
on very good ground, and they were speaking without a know- 


ledge of the facts, You would have to find out how these 


different fortunes are made up, One of the wealthiest families 
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in this country was the Booth family, in the Ottawa Valley, 
and I think their fortune was built up from the natural re= 
sources, mostly in this Province, 

THE CHAIRMAN: I suppose in this Province, and possibly 
some in Quebec, 

MR. WALTERS: Yes, Of course, it is difficult to trace 
all the tributaries that run into a great stream, but a great 
many of these fortunes originated in this Province of Ontario, 
and were built up by reason of the development of the Province 
itself, and some of the fortunes were made by people who came 
to us from other countries, and who did not even make their 
fortune in this country; and some were made by Ontario citizens 
who have investments in the United States, One of the wealthies 
taxpayers in the Province of Ontario is in that position, He 
discussed with me the morality of his forming a Corporation 
in Nassau, and he said "Well, why should you object? I did 
not make this money in Canada”, There ere a great many except- 
jons, and I do not think they are on very good ground; it is 
pretty hard to prove, 

THE CHAIRMAN; It is difficult, I think when the point 
was raised I suggested that a good many fortunes, - at least a 
number in Ontario, had been made out of the mining development 
of Ontario, and had come wholly out of Onterio's naturel 


resources. 


(Page 7665 follows) 
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COMMISSIONER DAF@: In tho very numorous representa~ 
tions which have becon made to us on this Question there 
has not bocn agreement as to the disposition of the money 
that was raiscd. Thore has boon a divorgency of vicws 
on that point. 

MR.WALTERS: In what way, Dr.Dafoe, do you mean? 

COMMISSIONER DAFOE: For instance Manitoba suggcsts 
the Dominion should takc over the Sucecssion Duties, 
but other ropresentations did not go that far. But thore 
has been agreement in every representation made to us 
that there ought to be a uniform succession duty through- 
out Canada and some kitid of central collection cven 
though the collections were returned to the provinces. 

MR.WALTERS: On what ground should there be unifomity 
of rates of succession duty? 

COMMISSIONER DAFOE: On the ground that a citizen of 
Canada ought not to be handicapped in his investments 
or in his property by laying himself open to the possibil- 
ity of double, duplicate taxation. I have had a memorandum 
put in my hands which shows that a man's whole estate 
might very easily be absorbed in succession duties, 
and it was that possibility that inspired the recommenda 
tions. We had, for instance, a brief at Ottawa from the 
Dominion Mortgage & Investment Company, and: they rep eated 
it here. Then we had one from the Canada Insurance 
Federation and the central collection was suggested in 
the brief of the Citizens Research Bureau last weck, 
in which they said there had becn an imp7ovement in the 
collection of succession duty, there had bocn certain 
reciprocal arrangements, but that the collection of 
succession duties has now lapsed into its original 
ehaotic condition. Tho roproscntations were only in part 


that tho Dominion should take ovor the tax for its purposes, 
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for redistribution. But tho othor point was strossod 

cvcrywhcre, that thorc ought to bo sontral collection 
without the conflict botwoon tho provincial jurisdic- 
tions. 

MR.WALTERS: I submit, sir, that argumont might bo 
in favor of tho provontion of overlapping, but cortainly 
is no argument for 2 uniform ratc of succcssion duty. 

I do not sco why any porson would arguc for a uniform 

ratc of taxation as botwoon Montroal and Toronto, municipal 
taxation, and I think you might just as woll arguc for a 
uniform rate for succcssion duty, bocause it is only ono 
part of tho fiscal systom, and wherc wo might bo high 

in tho ratcs of succcssion duty, wo might bo correspondingly 
low in tho rates of income tax. 

COMMISSIONER DAFOE: Yos, but a man with largo 
investments might have proporty in ovory province of 
tho Dominion and he might, by claims by tho various 
provinecs, havo the bulk of his cstatc taken away from 
him. At least I am told that is a possibility. And wo 
werc told in Princo #dward Island of a caso whore a 
very largo deduction was madc, the facts wore given, 
which the body making the roprescntation thought was an 
impropcor deduction, by one of tho provincial governments, 
not Ontario; and that is what is oporating in the minds 
of pooplo. I do not think thero is any objection to 
inhcritanee taxcs or oven a difforcntiation in inhcritanceo 
taxcs, but tucre ought to bo sane form oithor of contral 
colicetion or of rociprocal arrangomonts which would 
prevent tho inhoritanco tax boing beyond that considora- 
tion of fiscal justice to which roforonce has boon made 
this morning. 

MR.WALTZRS: Doaling with thosc two points you have 


raisod, Dr.Dafoo, with rcspoct to tho first I think you 
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will agroo with mo thnit thore is no ground for 2 domand 
for a uniform rato of succossion duty. I think you will 
agroc that thcero is no domand for it and thoro is no 
ground for a dcmand. Now, with rospoct to overlapping, 
there is provision in tho Sueccossion Duty Act of Ontario 
for reeiprocal agrecmonts bctwocn provinecs and thoro was 
for years an agrcoment, thore wore agrocmcnts subsisting 
betwccn this provinee and oéthors. Thon one day ono of 
the provinecs, without any wmnsultation hore, and 
without any noticc until aftcr wo worc awarc of it from 
itoms wo read, abrogated the agrccmont. It was tho 
Provineo of Alborta. Thoy abrogated the agreoment 
betwcon Ontario and their own provinco. Tho mattor was 
considcred here, and in viow of tho fact that Dominion- 
Provineial rolations might bo discussed, the Government 
here just clcoared the boards and said "Wo will stand 
whore wo arc, wo will roscind thoso agrcomonts for tho 
timc bcing". But this govornmont has been in the 
position of agrcocing with other provineos as to 
prevention of overlapping and is roady at all tims 
to discuss thesc points with the othor provinecs. The 
same thing occurs to a vory marked degree with respect 
to corporation taxes, and I think the point is woll 
taken. Of coursc the overlapping is not as great as it 
uscd to bo. A porson owning stock in a company with 
head office in one province, rosiding in another, if tho 
stock may bo cffeetivoly dcalt in and transforred in 
the provinee in which the pcrson is domicilod, although 
the head offiec is in another, thcro is no ovcrlapping 
there. 

THE CHAIRMAN: May thoro not bo the caso, Mr.Walters, = 
I think it is thc casc to which my colleaguo, Dr.Dafoe 
referred, - prescnted to us in Prince Edward Island, 


where a man may be domiciled in Princo Edward Island, 
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owning stock where the stock rogistcr is kopt in another 
provinee, and where it can only bo offoctivoly transferrod 
on the stock rogistor, Princo #dward Island may colloct 
a succession duty on that stock, bocause the man is 
domiciled in the Province, and the bencficiarios are 
in the provinee; on the othor hand, tho provinco 
where it can only be cffoctively transfcrred may sock 
to collect a succcossion duty on that stock, may it not? 
MR.LANG: If the company hed a transfor agoncy 
in Princc #dward Island would not tho situation be 
diffcront? 
THe CHAIRMAN: It might bo, but I am spoaking of 
the case that was proscnted tous, this was a Montrcal 
company, where thc transfcr agency was in Montreal, 
and the stock could only be offcctively transferred on 
the rogister. The owner of tho stock had no control 
over that situation whatcver, and the complaint was 
that Quebec collected avery largo sum in succcssion 
duties from that estato and as, in Princo Edward Island, 
they allow a deduction for any duty paid in another 
provinec, Prince #dward Island got very little of the 
estatc, the bulk of the duty went to tho other province. 
MR.WALTERS: The Governmont of this province, Mr. 
Chairman,is roady to discuss reciprocal agreements 
and has had reciprocal agrecments with British Columbia, 
Manitoba, Princo #dward Island. I think we had with 
British Coiumbia, Manitoba, Now Brunswick, Nova Scotia, 
Saskatchowan, Prince Bdward Island, Quebec, Alberta, 
Trinidad and Tobago at difforent timcs, and also tho 
United Kingdom. 
THE CHAIRMAN: At the prosont time all these 
reciprocal agreomonts have bocn cancelled, have they? 


MR.WALTERS: Savc tho external onos. 


eelsete at 7qod ef fodetyis Roese ont ona 


s . 
= ‘ on pe ane 
pi! re , a ) I Ls 
77 A 
- J 
' 
‘ 
‘ 
‘ ’ 
~ ¢ ~ 
a} 
+* 
; ded 


‘ae5 7! orate Sent’ 


colt Cgarst .rstelgZe Boo: 


teoets of lao ane 8e 


- : 
= 


7 


‘nett go hah ne inees 


’ LYC ea 49 <)> Ipoal , 
7 7 
“ie oe «6. oon gong O87 2 


a) 
7 
(25003083 eet. a 
_ 


=¢i7 
» + fe. At > > 


ws 
U 
\ 
5 i 
\ 
Pick 
» 
> i 
' # 
oat 
i 
~~" 
. a) PF 
i S Se 


or ipot Doi 
Bo conte’ .ndolnal 

_crdmitod Haltive : 
son ix | newotlos elas 
rarccot Amt babiord. 


~mobarta bors 


7669 


THE CHAIRMAN: That is, all tho intornal onos havo 
boon cancollod. 

MR.WALTERS: 411 the intormal ones. 

THE CHAIRMAN: What was tho date of this cancollation, 
approximatcly? 

MR WALTERS: Juno Jst last yoar, just following the 
abrogation by the Provines of Alberta. 

COMMISSIONER DAFOE: That aetion has also becn taken 
by all the other provinecs? 411 tho Qanadian provinces 


have caneclled thoir reciprocal arrangements with theo 


othor provinecs? 

MR.WaLTERS: I don’t know about tho others. 

COMMISSIONER DAFOE: I think that is the situation. 

MR .WALTERS: But I think it is highly desirable 
that these agroements should oxist and the govornmont 
is notrcluctant here about cntcring into such agrecaments 
On a propor basis. 

COMMISSIONER .NGUS: Do you think it is more 
desirable that the mattcr should be dealt with by 
reciprocal agreomonts, which aftcr all may be denounccd, 
or should it be dealt with by constitutional provision? 

MR.WALTERS; I think the present system is idcal and 
the ovcrlapping is not as great as one would imagine. 

It does not oecur in, I guess, one case in probably five 
hundred. 

COMMISSIONER SIROIS: Moro than that in Quebec. 

MR.WALTERS: Yes, porhaps a thousand. 

THE CHAIRMAN: Did you say these agreements wore 
dcnounced because of the possible roview of Dom‘nion- 
Provincial Relations? 

MR.WALTERS: If I said that I put it in a way I did not 
intond. I said that we had this action on tho part of one 


provinco and it was considorod that wo had better approach 
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this qucstion anow and afrosh because it has beon 
discussed at ovory Dominion-~Provincial confercnee. We 
have had discussions hero with tho Canadian Manufacturors 
Association dealing with all overlapping, particularly 
between the two conti@ous provinces. 

THE CHAIRMAN: How long is it since you havo had 
a reciprocal agreement with Qucbec? 

MR.-WALTERS: Mr. J.D.O'Brion, Senior Solicitor of 
the Department, informs mc that it was broken off in 
A925. 

THE CHAIRMAN: So far as Ontario citisans arc 
conecrned it would be principally Quebec, I should think, 
that would most concern them. 

MR.WALTERS: Yes. 

THE CHAIRMAN: Because of so many large corporations 
having their head offico in Montreal and the stock 
being registcred there. 

MR.WALTERS: Yes, but then they can be effectively 
dealt with herc, and if they cannot it is a mattor that 
is watched, people who havc Jarge investments in 
different provinces, they look after this pretty well. 
One way of cscaping this is to havo all such holdings 
put in a personal corporation, You will recall that in 
1931 it was suggestcd at Ottawa that the tax on personal 
corporations would bo abolished at tho same time the 
tax on family corporations was abolishcd, and it was 
submittcd by differont people fram various parts of 
Canada that they had now grown up to use the personal 
corporation purely for the purpose of svading ovcr- 
lapping of succession duty which oxists there. As I say, 
I do not believe there is onc caso in 500 whore a file 
comes through this office where it occurs. 


THE CHAIRMAN: Of course where poople havo thoir 
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investmcnts in stocks thero must bo a good many casos 
as botwoon Ontario and Qucobce I should think, Mr.Waltors? 

MR.WALTERS: That might bo just with pcoplce wm 
arc trading in and out of tho markot from day to day, 
but not tho pcoople who have thcir permancnt investments. 
They do not makc thom on that basis any more. 

COMMISSIONER DAFOE: Thero must be a great decal of 
focling about this becauso apart from tho unanimity of 
the protests about the tax on roal cutato this has been 
the subject of the greatest unanimity, in some respects 
the strongest unanimity, although there is not agreement 
as to what should be done with the money after it is 
collected. One of the briefs presented here last week 
said that the effect of the present lack of arrangement 
was that it limited the freedom of people to make invest- 
ments. That is they had to consider where they had 
better have their investments before they died. That is 
not a very desirable thing to happen in a country. 

MR.WALTERS: I submit it is not an insurmountable 
obstace.e and almost is not a factor of any grcat 
importance. I have discussed this with thc treasurer of 
the Provinces of Québec, and with the former treasurer, 
Colonel Stockwell, was it, Dr.Sirois? 

COMMISSIONER SIROIS: Yes. 

THE CHAIRMAN: Of course a great many cases have 
arisen, quite a number have come under my observation, 
in connection with Ontario citizens holding stock in 
Montreal companies, where they could not have the transfer 
made on the stock registcr until the succession duty was 
paid. #ven though they protcsted that thoy did not come 
under tho Act, thoy had to pay the duty and take the 
chance of suing for its recovory or refuso to pay the 
duty and have the transfer of tho stock blocked. 


MR.WALTERS: I have only socn one such case in my 
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expericnes here, and that was a caso of tho Provinces of 
British Columbia. 

COMMISSIONER DAFOH: Tho particulars of a ease in 
which ucbce is involvod wore sct forth in ono of our 
bricfs last wock, the name and tho particulars. I cannot 
remember which bricf it was. 

MR.WALTERS: I wondor if that claim is not sct forth 
to bolster up a casc for tho contralization of this tax 
in ordcr that tho tax that Ontario claims at the prosent 


time as its excliusivo right is distributcd in tho same 


manner as is tho Dominion income taxt I rather think 
that theso objections arc magnificd for that vory roason. 
As I say here in this provinee of Ontario where we 
colilcct more succession duty than all thc provincos put 
togother, we do not havo it perhaps in ono case in a 
thousand, it docs not occur. But even thore the remedy 

is right herc, and if Manitoba wants to ontor into a 
reciprocal agrcomcnt with this governmont,'Barkis 

is willing’. 

THE CHAIRMAN: What was the object,then, of cancelling 
all the agreements? I can understand when Alberta gave 
notice , you would also terminate, if necessary, the 
Alberta agreement. What was the object of terminating 
the agreements with the other provinces? 

MR.WALTERS: I suppose to review the situation again 
once more, Mr.Chairman. 

are there any technical questions you would like to 
ask about the succession duties other than the ones that 
have been raised? 

COMMISSIONER ANGUS: Are there my discriminatory 
duties under the Ontario Act with regard to the place of 
residenco of tho beneficiary? Is thorc a heavier duty 
if tho boneficiary lives outside tho province than if ho 


lives in it? 
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MR.WALTERS: No, I am informod that thcro aro nono, 

COMMISSIONER SIROIS: Mr.Waltors, on tho preceding» 
pags you say that you can tax gifts made “being the act 
of making a gift cithor absolutc or by way of trust or 
otherwise". Is there a timc limit? 

MR;WALTERS: There is a timc limit. Gifts givon 
absolutcly to mombers of a family for morc than ton 
years boforc the dato of death are cntiroly exempt. 

THE CHAIRMAN: Regardless of the amount? 

MR.WALTERS: Regardless of tho amount. 

COMMISSIONER SIROIS: When they are given full 
ownership? 

MR.WALTERS: Providing thoy arc absolute and 
irrevocable. 

COMMISSION@GR SIROIS: No strings whatcvor’% 

MR.WALTERS: No strings whatovor. 

THE CHAIRMAN: Then, within ton yoars, Mr.Walters, 
there is a qualified provision is thore? 

MR.WALTERS: Wherc nocossary, and for education. 

THE CHAIRMAN: Thore is a limit of $20,000 toa 
Single boneficiary, is thero not? 

MR.WALTERS: Mr.Chairman, Mr. J.D. O'Brion, K.C, 
the Scnior Solicitor of thc Suecccssion Duty Branch is 
here, and I think he might clcar that up. 

THE CHAIRMAN: Yes, wo will be very élad to hoar Mr. 
O'Brien. It is one o'clock, wo will hear you at 2:30. 


MR.O'BRIEN: Vary well, Mr.Chairman. 
--- Tho Commission adjourmcd at 1 P.M. to resume at 2:50 PM. 


( Page 7675 follows) 
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AFTERNOON SESSION 
The Commission resumed at 2.30 poms 


THE CHAIRMAN: I think, Mr. O'Brien was just going 
to answer a question, when we adjourned. 


MR. LANG: Before Mr. O'Brien speaks, Mrs Chairman, 
might I refer to page 31 of boots two. Near the bottom 
of the page it says: 
"A complete description of all taxes now 
levied by the province of Ontario is given in 
the Appendix pages 1#20, and pages 8-14." 
In addition to the tables which are now in the printed 


appendix, I wish to file as an exhibit a table which 
we have marked "B 2", It is a statrvyynt in connection 


with highways 4, It is a statcgent of the net road 
expenditure by the province, on all classes of roads, 
1920 to 1937 inclusive, I would like to file that 
statement nowe 
THE CHAIRMAN: That will be exhibit number 304. 
EXHIBIT NO. 304: Statement of the net 


road expenditure by 
the province. 


THE CHAIRMAN: I take it, Mr. Lang, that the item 
"ordinary expenditure", means expenditure by way of 
repair and maintenance au distinguished from capital 
expenditure. 

MR. LANG: Yes, I should say so. 

THE CHAIRMAN: The capital expenditure in column two 
would be the construction of new important highways, 
would it? 

MR. LANG: Yes, it would. 

THE CHAIRMAN; Interest on the highway debt would 
total p444,000,000 and the revenue would be $231,000,000. 
The deficit would be $214,000,000, that is the total 


expenditure on highways, both ordinary and capital since 
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1920, cxeeeds tho total revenuc by 214,000,000. 
MR. LANG: Yes, that is correct, 


THE CHAIRMAN: That is the rovenuc from gasoline 


taxes and motor licenscs combined, is it? 

MR. LANG: Yos, sir, it is. Thore was a question 
asked before adjournment and Mr, O'Brien, the senior 
solicitor of the Succcssion Dutios Department is here 
to deal with that gucstion. 

MR. O'B. TEN: Mr. Chairman and Gontloémen of the 
Commission: Mr. Waltcrs was ennumerating, just before 


the adjournmant, and you asked, Mr, Chairman, with 
reference to the $20,000 oxcemption. This has been 


in force for approximatcly thc past cighteon ycars. 
Recently a slight changes was made in the wording to con- 
form with certain other sections. The provision is as 
follows: Where a dceccascd person gave property absolutely 
more than three years before his death, to the father, 
mother, child, son-in-law, or daughtcr-in-law, they 

are exempt to the extent of 20,000 in the aggregate, that 
is, among them all. The word "child " is broadly defined 
to include anybody to whom the disponer si.0% in loco 


parentis or anybody who wes adopted by the deccased. 


THE CHAIRMAN; It is for property given more than 
three years before the deceased's death? 

Mr. O'BRIEN: Yes, sir, that is correct. 

THE CHAIRMAN: Mr. Walters intimated that if the 
gift were made more than ten year's before the death, 
it was entirely exempted. 

MR. O'BRIEN: Yes, It is entirely exempt, it is out- 
side the operation of the Act, altogether, if made ten 
years before the death. 


THE CHALRMAN: Mr. Walters, just before passing from 


Succession Duties would you mind giving us the information 


as to the dates of the reciprocal agreements. and the 
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dates of the terminations, in order that it might be on 
the record? 

MR. WALTERS: The first provision to enable the pro- 
vince to enter the first class of reciprocal agreements 
was made in 1905, clause B of sub-section 9 of section 


4, as enacted by section 8 of chapter 6 of the statutes 


of Ontario, 1905, and with various changes in form this 
provision has been continued to the present, that is, 
up until the time they “trogated. Under this provision 


reciprocal agreements were made with the following juris-— 
dictions to take effect as from the following dates: 


"United Kingdom of Great Britain 


and Ireland, now Great Britain.....-dJanuary 12th, 
British Columbia July end, 

Manitoba April 30th, 
New Brunswick July eord, 
Nova Scotia Sept. 20rd, 
‘Saskatchewan Auge 28th, 
Prince Edward Island Nov. 14th, 
Quebec Oct. 17th, 
Alberta June 9th, 


Trinidad and Tobago 

At the present time, such agreements are in effect 
only with respect to Great Britain, Trinidad and Tobago, 
the other agreements having been terminated by mutual 
consent. The agreements with Alberta, Nova Scotia, 
and British Columbia, were terminated as of the first 
of June, 1937, and with the other provinces as of the 
fourteenth of April 1925. So that Prince Edward Island 
agreed to the abrogation of the arrangement. 

THE CHAIRMAN: I think it was the Board of Trade 
in Prince Eaward Island that pointed out the disability 
under which they claimed Prince Edward Island laboured 


by reason of the amount of succession duty collected 


1906. 
1908 
1909 
1907 
1907 
1908 
1912 
1933 
9 


April 8th, 1%2 


c ont oli ame of actelwone eptss oi 4 
e7iemerige « ‘aorta “3%. 20 apelo tetey | 

np 30 bh fo 2 dobtess ive 19 nn ie 
sisidgsd’ was''20 8 sorgado, tS NOLEN 


gi r , Tote ; i ; Beate 7 ij rs 7 aria gt BORE + ta ‘ 
nl a < oe rn . ‘ of hauniteos mead 1 


it? othe *) 
y2 ‘oy csi’ tot pea a aa aut efit 
: sf In i? ov tv ebm, Sew SILOMESTAS ot 
ee smetieb ; cd sont se footte. eat of engtt 
; | “< 4 ; : ee a 
10, Lo, mabye boys” - 
Mk vel yreucsl. . ited 2a teeny veces" | 


aaa?) ee see de bt iw 
Wort wats | oh | edootee 


“OL hx ‘2 ao iweaeid well 
Roee “ini teed atjyoe! aya } 
Mees ise avi nawetlos wts2@ 
wie tas ‘ worl Puislel be swht eontest 


ie snub steed hh. 
Sar care Lah ogedot bie hebiabat 
Es tants + | 1 3 | p Hole omtt.,4 tage es ong? Th. 
Li | a a ) A dpa Of tosqegt ttn. itis, 

: | | . ny be | 7 40 d mubved ed comaeter: wnke out 
| } | id iw etaeme ates ont’, teense 


7 i | itera “fe 
7 s bat atiager iow .  Sldiyehad, ‘aig sv, oun: 
oF a *. neous te ry bata, § is Siw bereg =) eVpes one te 
haaint brawkhit Some . cs? oO : 228 Of lage. Xo. Taree 
: met 


acim née it ' ay ithe ,gokeeponde: pad oe. otae 


he a 


wreck ofa iw tacsals i sagen et - 


hha La att aa va eae A i wis bttalad Stati .20 
ned ai siete nets palet, pnaielo unas at dink 8 
betuaiing hye notwennuta 7o Jaunme on 


eee 20 ee 


; - 7 


7678 


by the provinces other than the province of domicile, 
No doubt it was the province of Quebec to which reference 
was made, where residents of Prince Fdaward Island had 
apparently substantial stock holdings in companies with 
head offices in the city of Montreal, and these people 
had to pay a substantial amount of succession duty at 
that point. You say it was terminated by mutual consent. 

I suppose you were not here in 1925, and you could not 
say what special reason there was for terminating the 
Quebec and Ontario agreement. 

MR. WALTERS: Well, I am not informed on that point, 
although I have heard it discussed by provincial treasurers 
of the various provinces. They all seemed to be satisfied 
with the present arrangement. 

I wonder if the persons who submitted this brief to the 
Commission--did they inform the Commission as to whether they 
had ever made any representations to their own government 
on this point? 

THE CHAIRMAN: I do not recall, for the time being. 

MR. WALTERS: That would be the proper procedure, 
not that this would be improper, but if those people 
did not do that, they overlooked a good opportunity. 

THE CHAIRMAN: Apparently, except in three provinces, 
most of the agreements were *~rogated in the late twenties. 

MR. WALTERS: In 1925. I shall read this document on 
Succession Duties reciprocal agreements, and then I shall 
file it as an exhibit. 

"The provision to enable the province to enter 
into reciprocal agreements of the second type above 
mentioned, was first enacted in 1928 (Statutes of 
Ontario, 18 Geo. V. Ch. 7, Section 2) and the provis~ 
jon has been continued to the present time, Recip- 


rocal agreements under this provision werc entered 
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"into with Prince Edward Island and New Bruns- 
wick as of the 10th day of April, 1930, and the 
27th day of March, 1934, respectively, and were ter- 
minated as of the Ist day of June, 1937. An 
agrecment was also made with the Yukon Territory as 
of June 15th, 1928, but is no longer in force. 


Commencing with the ycar 1928, the province also 


entercd into reciprocal arrangements of this kind with 
twenty-seven of the United Statcs, and the District 
of Columbia and Territory of Hawaii, but by 1934 all 


of such agreements were cancelled, they having become 
unworkable duc to the diffcrent principles prevail- 
ing in this country and the United States on the 
question of local situs of intangible pcrsonalty.* 
THE CHAIRMAN: That will be cxhibit numbcr 305, 
DZn LB eNOS 0s: Se2cession Dut;: 
reciprocal arrange- 
ments, 
THE CHAIRMAN: Mr. Walters, just one question. 
You speak of two classes of reciprocal agreements, what 
is the difference? 
MR. WALTERS: I only read the latter part of that 
document as I thought that was the part with which you 
were concerned. The answer to your question is contained 
in the first part of the agreement which I shall read 
if you desire. 
THE CHAIRMAN: No, just so long as we have it hore. 
MR. WALTERS: You asked me this morning, Mr. Chairman, 
as to any representations made at Dominion-Provincial 
conferences held prior to the time of which I had know- 
ledge. At the lunch hour I turned to the,"Precis of Discus-— 
sions, Dominion-Provincial Conforencc, November 3 to 10, 


1927", This is, as the title indicates, a summary and docs 


not contain a verbatim report of what was said. I am 
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informed that at that comfcrence the late Hon. J. A. Robb 
weit quite a way in expressing tho view that the Dominion 
government might look with favour upon the request to 
relinguish the personal income tax. His attitude towards 
that tax was clearly indicated by his budgets. You will 


recall he first gave a ten per cent discount and he not 


only gave a discount for personal income but also corpor-— 
ations. I bolieve he gave three successive deductions. 
THE CHsalRMAN: Very welcome deductions, too. 


MR. WALTERS: Very welcome, and I think it perhaps 
served its purpose. 


THE CHAIRMAN: Of course, at that time, Mr. Walters, 
there were expanding revenues and surplus::, as I recall 
2 

MR. WALTERS: Yes, sir, but at that time, in that 


very conference, the Hon. Mr. Robb pointed out: 

"The Minister took the confcrence into his 
confidence with respect to the war debt which 
to-day amounts to $1,694,621,687.00, with an 
annual cost of carrying including fixed charges 
of 162,799,000." 

So that notwithstanding the fact that the war debt 
was over one billion dollars and there were carrying 
charges which exceeded $162,000,000, the Minister of 
Finance seriously considered relinquishing that fiscal 
measure and turning it back to the province. I have 
heard it expressed tlat his idea was that the Dominion 
rovernment would be well rid of it, but would resain 
the corporation tax. In fact, if I am right, later on, 
I gather from his remarks because this question was 
raised particularly by Dr. MacLean, the Pyoeyvadig gs OF British 
Colexhia who embodied it in his case as one of the 


four reasons—-summarisizing his speech, Dr. MacLean felt 
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that there should be a return for the railway land for 
which the province had paid heavily for development without 
receiving any tax and that there should be a withdrawal 
by the federal government from the income tax field. 
He pressed this point very strongly. 

THE CHAIRMAN: British Columbia has always pressed 
that point. 

MR. WALTERS: I think the succeeding year or shortly 
after that, Dr. MacLean's government was defeated at 
the polls and Dr. MacLean became a candidate for the 
Dominion seat in Victoria. The Hon. Mr. Robb, went 
there and campaigned for him. It was said at that time, 
that if MecLean could only get the Hon. Mr. Robb to 


announce to the people, who were composed largely of 


pensioners and so on, that the Dominion government would 
implement the Hon. Mr. Robb's implied promise to return 


to the province the sole right of collecting income 


taxes, Dr. MacLean would be elected. The Hon. Mr. Robb 
did not make the promise and Mr. Maclean was not elected. 
THE CHAIRMAN: It shows that Mr. Robb was an honest 
man, at any rate. 
MR. WALTIFRS: He was an honest man, and I believe what 
moved him to refrain from making a statement was 
that he was dealing only with a by-election which con- 
cerned a constitutency in British Columbia. fH did not 


think it was very fitting for him to bring up a matter 


which concemm.d the other provinces of Canada to win 
a single seat in Victoria. 

“Coming to the much disputed question of the Income 
Taxtso that it was a much disputed question even at this 
time, in 1927, 

THE CHAIRMAN: There is no question about that, that 


is the reason I asked if there were resolutions dealing with 
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it. 

MR. WALTERS: The government takes no exception to 
Mr. Robb's statement with regard to the Corporation Tax. 
I shall read f2ether from that paragraph: 

"Coming to the much-disputed question of the income 
tax, Mr. Robb dealt with the contention that it was 
opposed to the spirit of the British North America 
Act because it was an invasion of the direct 
field of taxation. The income tax last year had 
brought in forty-eight millions of which twenty- 
nine millions or 69 per cent came from the cor- 
poration, 80 per cent being from Ontario and 
Quebec. It might be contended that those provinces 
were better able to pay. This, however, was not 
the explanation. Montreal and Toronto were the 
headquarters of railway corporations, banks, life 
and fire insurance companies and wholesale houses 
doing business all over the Dominion. Naturally 
the income tax was paid at the head office, but 
everybody interested in these businesses made 
contributions indirectly. In Quebec individual 
payments had been six millions and corporation 
payments eight millions. In Ontario the proportion 
had been seven to fourteen millions. In British 
Columbia individuals paid one hundred and twenty~ 
seven thousand dollars and corporations two 
millions seven hundred and four th» 3and dollars, 
While everybody might be regarded as paying some- 
thing toward income tax, under the present exempt— 
jons it did not boar heavily on the average perm 


gon." 


The exemption was $3,000 at that time, for married 
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persons and the tax is not graduated tho way it is to-day. 
If I find any other such writings, I shall produce them 
for you, Mr, Chairman. 

THE CHAIRMAN: We shall be very glad to have them. 

MR. WALTERS: It was a moot question then and vigor- 
ously opposed by the province of British Columbia, It 
was referred to by Premier Brownlee, who, in the succeeding 
year, or perhaps two years later, introduced into Alberta 
the provincial Income Tax. 

THE CHAIRMAN: The province of British Columbia has 
consistently, from the start, taken that position. I 
think British Columbia moved the resclution in the 1918 


conference to which I referred. 


MR. WALTERS: British Columbia was first in the field 
in respect to provincial income tax and has regarded always, 
the Dominion jurisdiction as the "Cuckoo in the nest" with 
respect to income taxes. 

With your permission, sir, I shall continue with 
the social services. Some reference was made yesterday 
to the rapid increase of the extansion of social services 
and the expansion of the secondary functions of govern- 
ment. It eae ace of complaint that this government 
refers to this but rather does it pride itself upon the 
extension of these social services. It does not complain 
of the burden, but it complains of not being albowed to 
enjoy its own revenue. 

Quoting from the brief, commencing at the middle 
of page 69: 

"The Government of Ontario believes that all 
the functions of the state commonly grouped under 
the general title of the social services can be 


administered best by the province from the stand— 


point of both financial and human efficiency. 
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"The proper role of the state in relation to 
social services is still a matter of controversy, 
and the lines of development and the methods of 
administration are still inthe experimental 


stage. There are wide differences of opinion 

in Canada, and especially between different parts 
of Canada, as to how far governments should go 

in these matters, and what broad types of legis- 
lation should be enacted. 

Unquestionably the proper answers to all these 
questions ditfer with the circumstances, the 
economic organization, and the public morality 
predominant in cach region. 

Again I say that it is not the standard of social 
service. We are only dealing with the fiscal justice 
of the matter. 

Continuing to quote: 

*Under these circumstances the provinces 
should be left free in these fields to follow 
their own lines of historical development. When the 
time comes that there is substantial unanimity 
among the provinces as to the objectives of state 
policy, the most suitable types of legislation, 
and the proper administrative machinery of control, 
it will be the proper time for the provinces to 
confer as to the desirability of developing either 
reciprocal agreements or uniform legislation, or 
possibly of inviting the Dominion government 
to assume administrative or other responsibilities 
in the coordination of provincial schemes. 

The costs of the principal social services in 


Ontario are set out in various tables in the 


ao 


appendix, as follos: 


Edusation, Tables 15--17" 
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With your permission, 1 shall refer first to the 
Educational tables 15 to 17. This is a most interesting 
table, Mr. Chairman. 

THE CHAIRMAN: Are you referring to the table on 
page 16? 

MR. WALTERS: I am referring to table number sho mes 
book III. There is a wealth of material contained in 
this table. ‘ou will observe, sir, that this excludes 
agriculture. These tables were prepared for the Commission's 
sitting by the Department of Education. 


THE CHAIRMAN: I notice, Mr. Walters, a drop in the 
grant. in 1933-34-35 and 1934 . To what was that due? 

MR. WALTERS: There was a slight hiatus there due 
to the change in the fiscal year. Grants are made for 
the fiscal year, and in 1935 it was changed from October 
Slist, to Murch 3lst. 

THE CHAIRMAN: But I see the total grant in 1930-31 
was $5,379,000 and in 1936-37 it was $4,054,000. 

MR. WALTERS: In which column, sir? 

THE CHAIRMAN: The column dealing with Public and 
Separate schools, 

MR. WALTERS: Oh, public and separate schools, yes. 
There were some changes in the grant. The rate declined, 
as I have already intimated, but I believe the grants 
are boing increased this year by about $1,250,600, 

THE CHAIRMAN: I notice that makes a total grant 
for all purposes of $13,354,000 in 1932-33, no, that is 
1931-32. By 1936-37 that has dropped to $10,067,000, is 
that not correct? 

MR. WALTERS: Pertayps we might find the answer if 
we follow on to the next page. Of course, there was some 
intentional cutting of grants in 1933, because of the 
budgetary position of the government of the day, I think, 


THE CHAIRMAN: We were given some figures the other 
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day conecrning the percentage of the provincial government 
grant to thc total amount raised by the municipalities. 
this was given by the Ontario School Trustces Association 
My recollection is that they said about 15 per cent was 
the provincial government grant, but this statement would 
show a higher percentage than that. 

MR. WALTERS: They were dealing with the primary 
schools, sir, This table gives the total governmental 
expenditure on education, including aniversities. 

THa CHAIRMAN: Public and separate schools, high 
schools, collegiate institutes, vocational schools, where 
do the universitics come in in that list? 

MR. JALTERS: It is contained in the fourth colum, 
sir, You will observe, sir, that the grants for 1236-357 
exceeds those of the previous year. 

THe CHAIRMAN: What is the government's view with 
reference to the representations made to us by the 
School Teachers! Association and by the School Trustee's 
Association, thet the efficiency of the schools could not 
be maintaimd out of local taxation and ' the present 
government grant. It was contended that increased 
assistance was needed. 

MR. WALTERS: I think the best answer to that is the 
fact that the Minister of Education asked for an additional 
vote of a million and a quarter dollars from the House 
and was given it. 

THE CHAIRMAN: They scemed to think they needed 
@ good deal more than that from their representations. 

MR. WALTERS: Well, we have progressed @ long way 
from the “Little Red School House " and I suppose that 


costs moncy. 


If I may, I would like to refer bricfly to the cost 


of Ontario hospitals. 
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THE CHAIRMAN: Beforo continuing with that, Mr. Walters, 
these people also suggestod that there shoulda be a Dom- 


inion government grant, carmarked for education, but 
leaving it to the province to decide how it should he 


distributed as between the different educational organiz— 
ations. It was contended that the municipalities could 


not afford to carry the costs of secondary schools. 


MR. WALTERS: I do not think the principal is a very 
good one. I do not think the Dominion should contribute 


money for expenditures for something over which the 
Dominion has no jurisdiction. Tho sccond point--I might 


have put it first--is that the on former ocoasions the 
Dominion government has contributed towards the cost of 


teehnical sducation . The Dominion government encouraged 
a city to develop this and then because of the Dominion's 
budgetary position, it was dropped. This left the 
municipalities or the provinces or both to carry it on 
as best they could. 

THE CHAIRMAN: That was one of their arguments--the 
fact that the Dominion had made a grant for agricultural 


and technical education was one argument which they 


used in favour of the Dominion making a grant-in-aid 


which could be used to supplement the grant made for 
secondary education. This would help the municipalities 


to carry the load. 
MR. WALTERS: The view of the government, sir, is 


that it does not require a grant for education from the 
Dominion government. 


THE CHAIRMAN: That is all I wanted to know; I just 
wanted to get your view on the matter. 

MR. WALTERS: The next table with which we deal is 
table number eighteen. I think I might properly say, sir, 
that the progress of an organized state is reflected in 
the care which it gives to its unfortunate sick people, 


This province has met the ever-increasing burden of caring 
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for the mentally afflicted portion of its population by 
& programme of building modern institutions. These 
will be in the nature of h:«pitals, not asylums. In 
these institutioms, the patients can be segregated. 
Those who may look with hope or whose people may look 
forward with hope towards th patient being cured, re- 
leased, and restored to the normal functions of life 
are segregated from the others. This province is even 
going further, and is classifving the paticnts with 
great care. At Brampton, the government is presently 
erecting a large, modern hospital to take care of the 


tuberculus patients. 


(Page 7690 follows) 
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THE CHAIRMAN; How many would that eccommodete Mr. Walters? 

MR. WALTERS: The Premier who is greatly concerned about 
this, and has been a leader in this particular field of the 
Government, tells me there are about 600 being taken care of 
and these are tuberculosis patients, ~ mental cases, of 
course, that is an increasing problem, and with the class of 
patients with which they have to deal infection is pretty 
hard to control, and it communicates itself to the nurses 
as well as to the inmates of the mental institution, At St, 
Thomas, in Elgin County, we are at present building the most 
modern hospital on the continent, and it will eventually 
cost probably $8,000,000, We are building an institution at 
Brampton, and Port Arthur, because at Port Arthur there is a 
big population, a new settlement, and in order for friends 
and relatives to visit a patient in the old institution here, 
it entails a journey of approximately 1800 miles, At 
Penetang there are phans for additions, but the expense is 
going to be tremendous. Woodstock, for epileptic children, 
there is a big extension this year presently under way, and 
that presents a burden, - a prospective burden that I do not 
know how this province is going to deal with, I am reminded 
by the Hon. Premier that at the present time there is over- 
crowding in the hospitals. A third of the people there are 
not properly housed; some of them are sleeping on floors. 
Those who are what we might call Trustees, are being boarded 
out, And there is a tremendous back-log of a waiting list. 
Now, I think that this problem is common to all provinces, 

THE CHAIRMAN: We have had it presented to us everywhere, 
It is one of the real difficulties before us. 

MR. WELTERS: No doubt that is partly accounted for by 
the times in which we live, and the urbanization of the 
people, and then the sort of families who twenty-five or forty 
years ago would have concealed the fact that they had a 


relative in one of these institutions, are now "hospital- 
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minded" and as soon as they see one of their relatives acting 
queerly they have them examined, - quite rightly too, because 
if there is any chance of a cure those people should be cured, 
Then the municipalities are getting to be"institutionally- 
minded", In the old days when a chap worked around the 
livery stable, and he was queer, he had his job to do and 
nothing was said, but now they say that man ought to be in 

an institution, and away he goes, 

THE CHAIRMAN: I am only asking this to get the views of 
the Government, because it was impressed upon us last week 
in a number of briefs, ~ there were three main items; un- 
employment relief, secondary education, and the cost of 
hospitalization, imposed such a burden upon real estate that 
it is retarding building and preventing recovery, and ‘+s 
operating in many cases to confiscation of proverty by reason 
of the high rate of taxation; and they were pressing for 
relief, They were pressing that the Dominion should come to 
the assistance of the province, or it should be worked out by 
a superior Government, I would be glad if the Government 
could throw any light on the situation, and give us the benefi 
of their views on that problem. 

MR. WALTERS: Well, I do not think there is any question 
about it, that the Government agrees with the submission of 
the municipalities; first, thet real estate is over-taxed to 
pay for services which are not connected with real estate; 
and second, the Government agrees that something must be done 
for the municipalities to take over the burden on real estate; 
and the third, this Government, realizing its responsibility 
there and is anxious to do it, comes before this Commission 
and humbly submits that it could do these things if it were 
left to enjoy its own natural resources and to collect its 
own taxes, which are peculiarly appropriate to their field of 


taxation, So that there is no disagreement there, they have 


made their case and they are right. 
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THE CHAIRMAN: Mr. Walters, I notice in this table 
substantial reduction in the daily cost per patient. Is 
thet due to more efficient manegement, or to what do you 
attribute that? 

MR. WALTERS: It might be that the stay, the number of 
hospital days is shorter, 

THE CHATRMAN: The daily cost per patient is put down at 
88¢ in 1936 as compared with $1,13 in 1933, 

MR. WALTERS: I do not think I would attempt an answer on 
that point, Mr. Chairman, May I say, Mr. Chairman, that there 
is no part of the particular function of Government that has 
engaged the attention or sympathy of the Premier as the care 
of the sick, and the unfortunates, The Premier is here, and 
perhaps, Mr. Premier, you would support me by making a 
stetement on this hospital programme of the province; you 
could probably emphasize better than I can that the capital 
construction cost is only the initial cost, 

HON. MR. HEPBURN: Mr. Chairman, I am happy to have this 
opportunity of saying a2 word on this very important subject, 
With regard to the question just raised with respect to the 
per capita cost, you will observe, Sir, that the number of 
staff is reduced, there is a considerable reduction in the 
administration costs, particularly in the head office, and 
a thorough check up was made to see that we get value on 
every dollar expended. I think the efficiency in administrat- 
jon has increased which probably contributes in some way to 
the per capita cost reduction, To go back, if I may digress, 
to our mental hospital programme, after 4 careful study we 
arrived at the conclusion we should take drastic action in. 
order to deal with this serious problem, which is common 
throughout the whole world. Mr. Walters has referred to the 
fact we are building at St. Thomes an $8,000,000. hospital 
and we are segregating the T.B, mental patients and a 


hospital is being constructed now at Brampton, and another 
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large hospital will be built at Port Arthur. But the irony 
of it is, after we have expended these millions of dollars, 
and provided additional hospital accommodation, we will 
only then be able to take care of the over-crowding in our 
existing hospitals. Some of them are really obsolete, some 
of the hospitals are now 60 or 70 years old, and it isa 
question whether it is worth while to fireproof them or 
modernize them, 

THE CHATRMAN: How many do you take care of at St, 

Thomas, and how many at Port Arthur? 

HON. MR. HEPBURN: At Port Arthur we hope to be able to 
accommodate about 700 or 800, That will enable us to transfer 
that number of Northern Ontario patients from Southern 
Ontario Hospitals, At St. Thomas, according to present 
plans, - which of course can be changed to meet the situation, 
when we open the unit we will be able to accommodate 1500 
bed patients. But we have made provision there by extending 
that into a much larger unit. However to-day the situetion 
ie. DOL. SO bright in so far as the future is concerned, From 
a study of world conditions with respect to mental treatment, 
I understand of five patients who go in for treatment, only 
three are cured, ee an ever-increasing population in 
our mental institutions, 

The other great problem which is causing the Treasury 
Deper tment considerable concern is that dealing with the 


spread of tuberculosis. While statistics show that there are 


fewer people dying of tuberculosis the fact still remains, 
in our judgment, the disease is on the increase, You will 
find of those peovle who die less than 50% receive any 
hospital treatment et all, We know that T.B. can be cured 
if treated in the initial stages, The reason the Government 
has changed the whole system whereby now we assume the 
entire cost, formerly borne by the municipelity as far as 


indigent patients are concerned,is because there was 4 re- 
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luctance on the part of municipal officials to Sign the 
necessary commitment papers. Some years ago the former 
Minister of Health, Dr. Robb, decided to experiment by sett- 
ing up what he called a “travelling clinic", This clinic 
was made up of technicians, ex-ray Specialists, and skilled 
medical men, and it was sent around to examine people who 
were suspected of suffering from tuberculosis, The result 
was that we found innumerable cases, As you know, Mr. 
Chairman, tuberculosis is highly communicable, and in many 
instances where our official recommended immediate hospital- 
ization the Reeve or some other official would refuse to 
Sign the commitment papers, with the result that when the 
clinic went back a year later it was found that particular 
patient was beyond the point where any cure could be effect- 
ed. JI could cite innumerable cases where we found as many 
as four or five members of a family infected on a second ex- 
amination. So we enlarged upon that venture, believing that 
it was good economy for the province to stamp out T.B, at 
its inception, - to spend more in preventive and curative 
measures, so thet we have now four or five travelling clinics 
and we have put them in areas where we know the death rate 
is high, and when we find a case of tuberculosis we send 
them to a hospital, and there is no reluctance on the part of 
the municipal officials because we assume the entire cost. 

I cannot say how much additional expense that will incur; 
the estimate is around $2,000,000 for this year, but I am 
satisfied, Mr. Chairman, that after our officials have had a 
free hand that the number of patients going into our 
Sanatoria will be increased as the years go on, and there 
will be a peak reached, we hope, and from them on there will 
be some relief. But this year, anticipating we would put 
more patients in our Sanatoria we gave to the various Sanator 


in Onterio grants totalling $750,000, Now, we are not 


giving away our money promiscuously, we are doing it by 
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arrangement. For example, in the big hospital at London, 
which is one of the most efficient in Ontario, they under- 
took to raise two-thirds of the $200,000. to be expended; 
the same with respect to Windsor, and Weston and Hamilton, 
But we did deal a little more generously down in Eastern 
Ontario where we assisted to the extent of well over 50% 

in the construction of a hospital near Cornwall, where the 
death rate is probably the highest in any point in the 
Provinee of Ontario, We also dealt very generously with 
Fort William, where there was great need, But the Sanatoria 
to-day are still crowded notwithstanding that additional bed 
accommodation is being provided, So I say there is going to 
be an ever-increasing demand for money for that particular 
work, We are not objecting to doing this work, believing 
that the health of the nation is of paramount importance, 
but I am pointing out, Mr. Chairman, that in underteking this 
work we are incurring tremendous additional expenses in 
Government, 

As you will observe, we have now a pasteurization law 
for Ontario. It is rather an analogy that at this stage of 
civilization such a measure as that should be delayed for 
such a length of time, The medical adviser to the Government 
informs us that in those areas where there has been 
pasteurized milk sold for years we find no tuberculosis, but 
most of the children who are to-day boing troatcd in the 
Sanatoria and The Sick Children's Hospital are children who 
have contracted tuberculosis from consuming raw milk sold 
outside of the City, so that we are going to make the 
application of the pasteurization law province wide. We 
hope in that way to relieve the pressure. T am of the opinio 
Mr. Chairman, that we are going to find that there are 
innumerable cases, which some of the medical men have told 
me are pitiable, For instance, in one family two years &go 


one of the older members was found to have T.B. disease, 
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and we could not persuade this man to go to the hospital, 

Then we found four of his children had contracted the dis- 
ease within two years, The oldest one was about to die, there 
was no hope in that case, but we got the other three into 

the Sanatoria. Now, if people would only realize that 
tuberculosis, like smallpox, is a highly communicable dis-— 
ease, they would take a great interest in the work we are 
underteking at the present time, 

The Comptroller of Finance has told you about the 
tuberculosis-mental hospital at Brampton now under construct- 
ion. I am not sure,of my figures because I did not intend 
to take any part in this discussion, and I know it has been 
so well handled by Mr, Walters, but I believe there are 44 
nurses who are now receiving treatment for tuberculosis, and 
all of those nurses contracted that dreaded disease because 
of the lack of accommodation in our hospitals, - not only 
the nurses, but attendants as well. So that we have decided 
to segregate the tuberculosis patients and build a hospital 
more particularly to the needs of a Sanatoria than of a mental 
institution, 

I believe Gntaric is the only Province in the Dominion 
that is handling relief cases in the way that we are, - 1 
believe the Hon. Mr. Cross will bear me out, - we pay the 
Doctors on a per capita basis, and in that way we are sure 
every relief recipient is going to receive proper medical 
attention. We made that arrangement with the Medical 
Association of the Province, and it has worked out satisfact- 
orily in every particular, But again, that is one of those 
cases where we assume greater social service responsibility 
and incur additional expenses, 

THE CHAIRMAN: Thank you, Mr. Hepburn, there is no 
doubt of the great importance and vélue of this work. No 


doubt it is beneficial to the health and welfare of the 


people of the Province, 
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MR. WALTERS: If I may pass to the next table, table 22, 
Mothers! Allowances, 

THE CHAIRMAN: There is nothing in 19, 20 or 21 you 
wish to draw our attention to, 

MR. WALTERS: Mr, Chairman, the Hon. Mr, Cross, the 
Minister of Welfarc, who administers this Act, and also the 
Old Age Pensions? Act, has a document which I think should 
be filed at this time, 

HON. MR. CROSS: Mr. Chairman, arising out of the dis- 
cussion the other day, there was a question zaised by 
Prof, MacKay as to the scale of pensions being paid in the 
Province of Onterio, and I think it would be well if we 
laid before the Commission the regulations of the Old Age 
Pensions Commission and the Mothers’ Allowance Commission, 
They have just been recently revised and amended; the Old 
Age Pensions regulations were revised after an interprovincial 
conference which was held with respect to the matter in 
Ottawa in November last, Amd the question raised specifically 
by Prof, MacKay was as to the amount of pension payable, and 
the specific regulation dealing with the matter reads as 
follows, with the qualification of the Dominion Old Age 
Pensions Act, under which a person may become eligible for a 
pension, They must be a British Subject, and of the age of 
70, and there are certein requirements as to residence, and 
then the income regulation reads: "Is not in receipt of in- 
come which together with the maximum pension, exceeds R505. 

a year,” In other words, Prof, MacKay and Commissioners, 

that permits a permissible earning of $125, a year, and the 
pension of $20, a month brings that up to $365, If the 
earnings exceed $125. per year, then the pension is reduced 

by the amount that it may exceed that total, so that the total 
income of the pensioner does not exceed $365, per year. 

Then in regard to allowances paid under the Mothers! 


Allowances, the rate, which generally prevails is $35,00 per 
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month for a mother with one child, in a City over 10,000 
population, - $25.00 per month in towns over 5,000 population, 
and $20e*. in rural areas, That is subject to an increase of 
$5.00 for each additional child, 

THE CHAIRMAN: Then the mother with three children in the 
rural section would get $30.00 per month? 

HON. MR. CROSS: Yes, that is correct, JI think perhaps 
in view of your inquiry it may be well to file these 
regulations. 

THE CHATRMAN; Yes, we would be glad to have them. It 
will be Exhibit No, 306, 

EXHIBIT NO. 306: Regulations Governing 
payment of Old Age 
Pensions and Mothers! 
Allowances, 

THE CHAIRMAN: Mr. Hepburn, there is a question I was 
going to ask; I am not sure I have not asked it be included in 
some questions we are submitting, but this appears to be a 
proper time to mention it, It has been urged upon us in a 
number of briefs - I speak subject to correction, I think the 
Manufacturers! Associstion and several boards of trade briefs - 
that instead of our old age pensions we should have a con- 
tributory "all-in" pension system, It was stated in some of 
these briefs that while a number of countries had started old 
age pensions such as we have them with two or three exceptions 
they had all now turned to an “all-in" pension system, on a 
contributory basis. Have you given the matter any consideration? 
You need not answer it now, Mr. Hepburn. 

HON. MR. HEPBURN: Well, Mr. Chairman, I believe in the 
contributory system, bral Fp it applies to unemployment insur- 
ance or old age pensions, I might say I am well versed in 
this subject, and I do know that there are many abuses; it 
seems to be the considered policy of many old people to give 

| their property away and apply for old age pension. There is no 


thought of thrift, and many abuses are creeping in. I believe 
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there is a great deal of merit in that Suggestion, that we 
change to some contributory system, and I believe that 
opinion will be shared by all my colleagues, although we 
have not discussed the matter, 

THE CHAIRMAN; I was astonished at the figures given 
yesterday by Mr. Walters, that in some of the provinces 50% 
or more of the people over 70 years of age were old age 
pensioners, 

MR. WALTERS: In Alberta I think it is 54. 

THE CHAIRMAN: There were two provinces as I recall it, 
over 50%, and even in the Provinces with the lower figures 
the percentage was very high, 

HON. MR. HEPBURN: And increasing as the years go on. 

THE CHAIRMAN: It is incredible that there could be such 
a large percentage of the population in this covntry of that 
age who are absolutely without resources and require old age 
pensions, 

HON. MR. HEPBURN: As I said, I am aware of the situate 
ion, and many old people have transferred their property in 
order to qualify as old age pensioners, That is the abuse 
which is creeping in, 

THE CHAIRMAN: Is the Mothers! Allowance plan working 
out satisfactorily? 

HON. MR. CROSS: Yes, I think it is,Mr. Chairman. I 
might just say here, although mention is made of it later on, 
that the Province assumed the entire cost of the Mothers! 
Allowance last year, and relieved the municipalities of a 
considerable burden in that respect, We have fovnd that im- 
proved our methods of administration both with respect to 
Old Age Pensions and Mothers! Allowances, Now, every person 
who is in receipt of either an old age pension or a Mothers? 
Allowance is covered by an inspection report; once a year 
there is a call made on the recipient and their financial 


circumstances are reviewed and a report is made direct to the 
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Old Age Pension Commission and the Mothers? Allowance 
Commission in Toronto, and in that way we have had a much 
more effective check on some of the abuses which the Prime 
Minister referred to a moment ago. But in the main, we 
have not had the difficulties with respect to abuse as far 
as the Mothers' Allowances are concerned, - there is little 
evidence of that, certainly not comparable with what is 
encountered in the administration of old age pensions, 

THE CHAIRMAN: Mr, Cross, what is the condition upon 
which a Mother gets the allowance, - what is the means test? 

HON. MR. CROSS: It is based on actual need. We have 
to examine her circumstances, If she has, for example, an 
estate which has been bequeathed to her, of over $3000,00, 
then she cannot receive a mother's allowance, That is graded 
to lesser amounts in the smaller municipalities. I have not 
the figures at the moment, but that is the general test which 
applies, Then if there are any carnings in the home, where 
it is a mother with one child, those earnings have to be 
taken into consideration, and perhaps if the child requires 
a special diet, that is an element which also has to be 
considered, But we have, as you are aware, set up local 
boards in cach county and in each city, composed of Appointees 
of the Government and Appointees of the Municipality, who 
we feel are familiar with the local requirements in that 
municipality, and the standards of living which exist there, 
and have also, as a rule, personal knowledge or an opportunity 
for personal knowledge of the applicant's position, and they 
review all applicetions in the first instance. 

THE CHAIRMAN: When was the Ontario Mothers' Allowance 


Act enacted, Mr. Cross? 


HON. MR. CROSS: I think it was 1919, if I am not mis- 


taken, or 1920, 
THE CHAIRMAN: What did these mothers do before the Act 


was put into operation’ 
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HON. MR. CROSS: Well, that is a very difficult question 
to answer, They were probably cared for by their relatives, 
The point was mentioned the other day as to the increasing 
demands upon the governments to assume obligations of this 
kind, and as those obligations have been assumed the old 
private methods of supporting people who are now receiving 
social benefits of various kinds have diminished, 

THE CHAIRMAN: We were told by the Chairman of the 
Ontario School Trustees' Association that the schools had 
a much greater burden put upon them, of training the children 
while the fathers played golf and the mothers played bridge, 

HON. MR. HEPBURN: Mr. Chairman, may I make an obser- 
vation here, to say that this increasing cost is offset by 
some measure of relief in so far as the municipalities are 
concerned, You will observe, Mr. Chairman, table 22, the 
number of beneficiaries total 41,5351, in this year; the 
number of children 29,124 as compared with a total of 10,931 
beneficiaries in 1920, and 8,271 children, The cost in 
dollars is shown at $5,141,800 for this year, all of which, 
of course, is borne by the province, as compared with 
$851,659 in 1921, showing a tremendous increase. But that 
is offset in some regards by the closing up of many of our 
childrens' shelters, the cost of which had been lergely borne 
by the municip?lities, In Elgin County my grandfather was 
very interested in social work of this kind, and he left 
some money to assist in the building of a childrens’ shelter, 
which was operated very efficiently but they could not get 
any children population because the children who ordinarily 
would be placed in there were taken care of under the pro- 
visions of the Motherst Allowance Act. Only the other day 
the Minister of Welfare and I had to make a decision with 
regard to a very large bequest, made by a gentleman who was 
also interested in this work, and he stipulated some kind 


of shelter should be built to take care of children, wien he 
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made his will eight or nine years ago there was an increasing 
need for buildings of that kind, But we pointed out to him 
that the existing orphanages were being closed up so that 
there was no need to build institutions of that kind. So 

that this cost, while it is being met directly by the province, 
is indirectly of great benefit to the municipelities, May I 
ask the Minister of Welfare to show how many shelters were 
closed recently, 

HON. MR. CROSS; We closed sixteen during the course of 
the past few years, 

COMMISSIONER MacKAY: Does the same apply to the County 
Home for the Aged? 

HON. MR. GROSS: No, that is on a different basis. But 
there was a total of some 51 shelters throughout the province. 
sixteen of which have been closed, and those that are operat- 
ing are operating with a diminished population. 

COMMISSIONER MacKAY: The Old Age Pension Act has not had 
the same effect upon Homes for the Aged? 

HON. MR. CROSS; No. There are many old age pensioners 
who are housed in such institutions, but they make a con- 
tribution to pay for their support. The province does not 
make any contribution to the support of old age pensioners in 
houses of refuge. 

COMMISSIONER MacKAY: It must have reduced the cost to the 
Peete ted op.'t0 some extent, 

HON. MR. CROSS: Yes, it would, 

MR. LANG: That completes the subject, Mr. Chairman, of 
social services. I think the Hon, Mr. Cross might go on with 
the unemployment relief, subject to your approvals 

THE CHAIRMAN: Yes, thank you. 

HON. MR. CROSS: On page 70, Mr. Chairman, and gentlemen 
of the Commission: 

fAs to the general problem of Unemployment Relief 


and its administration, the Province does not deem it 
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“necessary to deal with the matter at any length in 
view of the comprehensive study and report of the 
Netional Employment Commission which has been sub- 
mitted to the Federal Government. 

The Province, however, is drawing the attention 
of this Commission to the finencial aspect of the 
problem and is setting forth in Appendix form the 
statistics showing the financial burden of Unemploy- 
ment Relief upon the Province of Ontario and its 
municipalities from 1930 to 1937, This table shows 
that the staggering burden of $118,400,000 has been 
carried by Provincial and Municipal Governments dur- 
ing this period, 

The numbers on relief reached a peak in March, 
1933 of 485,949, as compared with 434,170 in March, 
1934; 418,141 in March, 1935; 433,262 in March, 1936 ; 
354,865 in March, 1937; and 274,389 in March, 1938," 

Mr. Chairman, if you will, I will refer to the table 
just a little later, after we have read this brief summary, 
required 
if there is any additional information/as to the actual 
figures of persons on relief and the relative burdens of 
provincial and municipel government. 

“The Province's share during this period amount- 
ed to $78,052,000, and a large part of this was funded 
up to 1935, During the fiscal years 1936-1957 and 
1937-1938 the Province has carried its share of the 
burden out of current revenues, 

The municipalities' share during the period 1930 
to 1937 amounted to $40,358,000. The Dominion paid 
over the same period, in the form of Grants-in-aid to 
the Province, the sum of $52,968,000, or 30.91% as 
compared with the Province's share 45.54% and the 
municipalities' share 23,55%, The burden of carrying 


relief costs has been an extremely onerous one upon 
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"the taxpayers of the Province, and upon municipal 
taxpeyers as well, 

The report of the National Employment Commission, 
among other features, rccommends that a segregation 
as to classification be made of the employables from 
the unemployables, and that the Dominion assume 
extended responsibility in administration for the 
employable class, The Province, therefore, is un- 
able to express any view as to this administrative 
side of the problem until the decision of the 
Federal Government is known as to what extent it 
proposes to implement these and other recommendat- 
ions of the report," 

I might just refer you to the tables which deal with the 
financial burden of unemployment, which are tables 25 and 

26, in part 5, You will note from table 25 that in 1930 

the total cost for the province was only $265,000, In 

1931 it had mounted to $3,927,000, and from there there is 

a leap in 1932 to $15,000,000,in 1933 $28,000,000, 1934 
$33,000,000, and 1935 it reached a peak of $36,000,000, 

In 1936 $30,000,000 and in 1937 $22,000,000. The percentages 
are also given as to the percentage of contribution from 

the Dominion to the Province and the municipal share is 

given as well, T hare also given you the averages for 

the whole period, and during the period 1930 to 1934 you 
will notice the Dominion contribution was 34%, 33%, 35%, 36% 
in 1933, and there was a decline in 1954 to 31%, In 1937 

it was 31% and I might just say here that the Dominion Grants. 
during January, February and March of this year have 

brought their percentage of contribution for that period 
down to in the neighborhood of 22%. Now, one of the points 
that was made in the Report of the Purvis Commission was the 
rather unsatisfactory state of affairs that prevailed be- 


tween the Province and the Dominion with respect to the de- 
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termining of the Grants-insaid, That has been a very 

serious objection on our part to the method employed by 

the Federal Government, and we have made, as a Government, 
very strong representations to that Government, and have 

been supported by the Ontario Mayors' Association of the 
Province, The difficulty we are faced with is this, Mr. 
Chairman; that the Province, of course, has to set its budget 
for the fiscal year during February, and that budget is 
brought down in March, The municipalities have to do 
likewise, they have to fix their budgets during March and 
April, and we are not advised by the Federal Government as 

to what Grant-in-aid they propose to make throughout the 
whole year, For example, while we had an agreement with 
Ottawa for the past three months, we have no agreement at 

the present time. We have no knowledge, no formal communi- 
cation from Ottawa as to what their Grant-in-Aid will be 

for the three months, nor for the rest of the period of the 
year, You can appreciate readily the budgetary difficulties 
that that presents to the province and to the municipalities, 
when we have no advice as to the amount of “Trant-in-aid we 


may expect for our calendar year or fiscal year. 
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THE CHAIRMAN: Does that raise an even larger 
question of the difficu*.ty, where two or threo governments 
are contributing to a common cause, of adjusting the 
amounts of the contributions? 

HON.MR.CROSS: Yos, it most ecrtainly raises the 
question. Wo have becn able to arrive at a fairly workable 
understanding as far as Old ago Pensions, which were on 
a straight contributory perccntago basis. But certainly 
the arrangcmont which exists now as far as the province 
and the municipalitics are concerned is peculiar 
from the budgetary position. 

THE CHAIRMAN: What alternative would you suggest? 

HON. MR.CGROSS: Well, Mr.Chairman, we have mado 
the suggestion generally in this bricf that the province 
might be able to assumc a larger share of these expoad- 
itures if we were given the revenucs with which we 
were originally oxpected to maintain them. Mr.Walters 
was dealing with that position this morning and that is 
one submission that wc have made to this Commission 
with respect to the question you havc raised. 

THE CHAIRMAN: The only difficulty I sec there is 
the one I pointed out to Mr. Walters. While I can gee 
how Ontario might do it on the figures given us, in 
reference to some of the provinces it would not appear 
possible that they could handle thoir own unemployment 
relicf unaided, even if thcy had all thc incomo tax 
collected within tho province. 

HON. MR.CGROSS: That may be, Mr.Chairman, but it 
does not affcct, I submit, the point that I was pressing 
that we should be able to have some definite unde rstand- 
ing with the Doginion Government with respect to a whole 
fiscal yoar, in ordor that <:h wo and our municipalities 


might strike our budgots accordingly. 
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THE CHAIRMAN: No, I quito appreciate that point. 
Iwas just thinking if it did not opon up a largor 
qucstion. Ono of the questions which is submittcod to us 
for consideration undor the ordor of rcofcrenee is tho 
question of subsidics and grants-in-aid, and wo havo 
to roport on that quostion. Do subsidios and grants-in- 
aid constitute tho bost mothod wheroby the Dominion 
can supploment the rovenucs of the province, or is 
therc some other method that is better? 

HON. MR.CROSS: I might just draw to your attontion 
thorc, Mr.Chairman, with rospoct to this problem, tho 

recommendations of the Purvis Report upon unemployment, 
wherein thoy suggest the Dominion should assumo a 
groatcr responsibility with respect to the employablo 
class, leaving to the provinces and the municipalities 
the uncmployable class. 

THE CHATRMAN: But they pass on to us the res- 
ponsibility of saying what should bo the financial 
adjustments incidental to such an arrangement. You 
remember that in their report? 

HON. MR.CROSS: It may be that the financial 
arrangements should follow that division. The difficulty 
with respect to determining that, if from an administrative 
point of view that is a sound method of dealing with 
the problem, you cannot porhaps arrive yet at what the 
financial implications of that may be, because we 
do not know with any accuracy what the division of tho 
two classcs may bo, as to how many porsons are employable 
and how many porsons aro unemployable. 

THE CHAIRMAN: Tho Purvis Report makes a general 
classification, doos it not, Mr.Cross? 

HON. MR.CROSS: Yes, it docs make a goneral 


classification, but the actual statistics upon which 
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the classification is madc, whon tho classification is 
applicd, thoro is not thore any accurate statistics 
asscmblod as to the division of the two classes. Thoy 

did gathor information from the various municipalities 
fran Septembor to Decombor, but I am very far from sure 

of the accuracy of the information which thoy reocoived. 
And it would only be on a much more intcnse classification 
method than wc have at present that we could arrive at the 
True picture. 

THE CHAIRMAN: Supposc, Mr.Cross, the division wero, 
as you have suggcstcd, the Dominion took care of the 
ciployable and thc provinec the unemployable, there would 
be great tomptation, would there not, to push mon from 
one class into anothor? 

HON. MR.CROSS: Yes, that would inevitably follow. 
We have that problem already cxisting in the administration 
Of social scrvices, in tho attempt,:- for example, of 
municipalitics to throw pcoplec who are on rolief into 
the classification of mothers’? allowaneccs besause we 
are paying the entire cost. We have met that difficulty 
and it wuld bo an administrative side of the problom 
which would have to be faced. 

I am quite frank to confcss as far as the 
Government is concerned wc have given no consideration 
generally towkv might be the outcome of the Purvis 
report until statistics were available, until we saw to 
what extont the federal government was going to take 
action with respect to that report. 

THe CHAIRMAN: Mr.Cross, could you help us on this 
point, the quostion of administration of the unemployment 
relief, At prosent it is administered in the local 
municipalitios with a moasure of provincial suporvision, 
is it? 


HON. MR.CROSS: It is administcrod wholly locally 
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with the governnont supervision oxtending to the amounts 
of tho grants-in-aid that are mado to tho municipalitios,. 
Our inspeetorscscover the districts from time to time and 
approve of thoir monthly accounts. At tho beginning of 
the year the department fixes the grant-in-~aid to tho 
municipality and apportions it on a monthly basis, and 
the accounts are checked by our inspector. But tho 
local administration is entirely a municipal one. It has 
been found, I think, and demonstratod that unless the 
municipalitics have some substantial responsibility with 
respect to the problem we cannot gct an effective 
and efficicnt administration. In other words, where you 
have cvery taxpayer who is in a position of policing 
his own municipality with respeet to rolief abuses, you 
gct tho best administration. And that is borne out 
by the fact that throughout the provinee in the rural 
sections and in smaller villagcs, relicf has been 
extremely wcll administered on the whole and costs 
have been kept down to much greater extent for that 
reason. It follows from that, that therc have been 
tondeneics, from thc sections whero relief is wall 
administored, for those who scok to abuse the relief 
administration, they ars apt to flow into the larger 
ecntres where administration is perhaps more lax and 
where the difficulties of administration are much 
greater. 

COMMISSIONER DAFOE: That pressure of local opinion 
on the administration of relief diminishes with the size 
of the municipality? I moan the population. And we have 
had representations by people that at.a.certain point 
it becomes a handicap, it is administered less economically 
than it would be by a more distant administration. We 


have had that represontation put to us by representatives 
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of some of tho Canadian citios. 

HON. MR.CROSS: Our oxporicnce is quito the rovorso 
in Ontario, that we have tho best administration of 
rclicf in the rural arcas and smaller towns and villagos 
and that the difficultics of administration increase 
with urban population. 

COMMISSIONER DAFOE: That is the point I was trying 
to make . 

HON. MR.CROSS: I am sorry, I misundsrstood you. 

THE CHAIRMAN: Ropresontations have also been made, 
I recall the mayorg of three cities now to whon I mt 
this question: I said "Could relicf be more efficiently 
and economically administercd by your own local 
municipality or by a central or provincial government?" 
and three at loast said "By a provincial or fedcral 
governnent.” When I asked why, they said the pressure 
upon the aca council is so grcat, with the large 
number of unemployed, that it is difficult at times to 
resist the prossure and these mayors believe it would 
be botter to have the relief handled by a central 
authority, whether that central authority be the province 
or the Dominion, through a local committee appointed by 
the central government to supervise fit. Some other 
authoritics expressed a different vicw. Thoy thought 
the local unit could handle it best. Could you, fmm 
your cxpericnee, help us on that points 

HON. MR.CROSS: Well, Mr.Chairman, all I would 
observe with respect to that is that our cxperience is 
as I have indicated it with respect to our rural 
communitics and the smaller towns and villages of the 
province. I think there is some merit in your suggestion 
with respect to the adninistration of rolief in larger 


ecntres. 
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THE CHALRMAN: Of course there is where tho principal 
relief is, and thorc is where the greatcst difficulty is. 
Those who presented that view wore nayors of large 
citics: The mayor of Toronto, the mayor of Montreal, 
the mayor of Calgary, - scvoral mayors havo prescntod 
that view to us. 

COMMISSIONER DaFOE: 4Aldorman Honeyman of Winnipeg 
was quitc cnphatic in his vicw. 

COMMISSIONER MacKiY: Would it be fair to say that 
the difficulty of cconomically administoring by municipal 
units increases with the proportion on relicf? 

HON. MR.CROSS: No, I do not think that follows at 
all. 

COMLiIISSIONER MacKA4Y: One question if I may ask it 
here. Perhaps you would rather not answer it, and if not 
cortainly say no. Do you think the present nunicpal 
unit is an cfficicnt unit for the adninistration of 
social scrvice or night it be better that in many cases 
the municipal units be grouped together, say for instanco, 
a notropolitan areca, rather than a city and its outlying 
nunicipalitics? 

HON. MR.CROSS: Have you refcrence to any particular 
social scrvicc? 

COMMISSIONER MacKiY: I am thinking particularly of 
rolicof. I should havc said rclicf. 

HON.MR.CROSS: It has been our expericnecc, I night 
say, that in the smaller communitics whcre everyone knows 
those that are on relicf that woe got good administration 
and we have had no complaints in that diroction. Whether 
some larger unit should be established with rospect to 
the larger centres of population perhaps is a matter of 
policy which the gvornnent might consider at some tine. 


We have genorally maintained the status quo with rospect 
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to rolicf policy this ycar in Ontario until wo saw what 
might be forthcoming from the Purvis Commission. 

THE CHAIRMAN: Wc will probably have to mako sone 
recommendation in connection with uncmployment rolicf, 
where the responsibility for adninistration and finance 
should rost, and wo would be glad of any help you can 
givo us, if your government, Mr.Hepburn, could give it 
some consideration. The question is whether, having 
regard to the fact that the greater part of relief 
is found in the large centres of population, it can be 
better handled through the local municipal unit or 
better handled by a central authority, whether it be 
Dominion or Provincial, acting of course thrcugh local 
Organizations. 

HON. MR.CROSS: I might point out here that I am 
advised by Mr.Gray, who had to do with the administration 
of relief in our supervised municipalities, that the 
municipalities which were in default and where the 
department had an active control of all matters of 
administration, that in the municipalities where we had 
control there was considerable agitation and interference 
by the local couns21, even under those circumstances, 
which resulted in increased costs. Curiously enough 
in municipalities where the province did have a direct 
control of the supervision, the experience of decreasing 
costs did not flow as you might have anticipated, 
the reversc was the experience. 

TH# CHAIRMAN: You mean that local influence was 
brought to bear on the supervisor? 

HON. MR.GROSS: Well, the councils, they were quite 
willing there to have everyone on rolief, and the 
difficulty of tho supervisor in obtaining the knowledge of 


loeal conditions, cortainly, with the oxpericnce we had, 
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did not indicate that we wore going to effoct any 
savings in that respect. 

THE CHAIRMAN: Of course that was where you had 
divided responsibility, you had tho local council acting 
with the supcorvisor? 

HON. MR.CROSS: ‘Tho council of the municipality 
was in offcect without real authority, tho whole control 
was vested with the department and tho department's 
supervisors. I1 might just say thorc too, Mr.Chairman, 
that in many of the supervised municipalitics the 
provinee was contributing more than it did to other 
municipalitics. For example, in the city of Windsor 
I think wo contributed as high as 90% at one time. 

And where you have the municipality only contributing 

10% of the actual cost of the administration of reliof 

the same cffoctiveness of administration does not follow 
and that was our oxpcricnee generally I think with 
respect to supervised municipalities, which by roason of 
their financial difficulties, the province had to 
increase its grants up to as high as 90%, that the 
difficultics of administration incrcased as the municipal- 
ity*'s sharc decreascd. 

THE CHAIRMAN: Quite, as their interest diminished 
their care in administration lessened. 

HON. MR.CROSS: Yos, that is correct. 

HON. MR.HEPBURN: They all combined against us, the 
merchants, rclicf administrators and cveryone olse. 

THe CHAIRMAN: There is one further question on 
this very interesting probliom. It was presented to us 
by many mayors, not only presented in this province, 
but prescontcd in othor provincos as woll, that one 
of the practical probloms of municipal administration, 


one of tho groatcst difficultics of municipal administration, 
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and thoy did not limit this to unomploymont roliof, 

but social sorvicos, although unomployment was the 
main onc, was the fact that so largo a porecntago of 
the total voting population paid no taxcs, wero thoroforo 
not intercstcd in tho quostion of tho tax rate. t think 
we had figures given us in ono oity whero perhaps three 
to one of the population did not make any contribution 
to taxes. These representativcs strongly stressed the 
importanec, if you would have cfficicnt and cconomical 
municipal government,of having cach citizen, who had the 
ability to pay taxes, contributc in somo form to th 
cost of municipal govornment, so as to give ‘hima real 
interest in it and in its ceconomical and cfficicnt 
administration. 

HON. MR.CROSS: I might say, Mr.Chairman, thore is 
much forec in what you havc said but I would not eare to 
expross any opinion upon tho mattcr without consulting 
my cOllcaguoes. The,represcentations that have boon made 
to you haye been made from timc to time to the government 
but it has not been dccided to takc any dcfinito action 
with respceet thorcto. 

THE CHAIRMAN: I suppose it is ocasicr to give 
the vote than it is to imposo tho tax, gonorally 
spcaking. Howcver, it is a problom that is bocoming 
quite acute in somo cities where tho groat majority of 
the population do not pay any taxes and conssqucntly 
aro not intcrosted diroctly in keeping down the tax 
rate or the debt. 

HON. MR.CROSS: Yes, Mr.Chairman. I might obsorve 
there wo havo had municipalitics in tho province where 
the entirc council was on rdiof, including tho mayor, 
and you can approciato tho difficultios that that would 


create. 
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THE CHAIRMAN: I hoard that in one provincial 
logislature there was a suggestion that if thc membors 
had not been in the legislature they would h&ve been on 
relief. Thank you very much, Mr.Oross. 

HON. MR.CROSS: Then, Mr.Chairman, if I might, I 
would procecd with the problems of the munici palitics, 
on pagc 77. We have, to same extent, sir, covered these 
in the discussions that have just preccded. 

"It is to be noted, in reviewing the history 

of municipal government in Ontario from 1913 to 
the present timc, that municipal budgets have 
inercased in the aggregate for the Province from 
$34,250,000 in 1913, and $102,146,200 in 1926, 
to $117 ,887,933 in 1936. 

During tho samc period, aggregate assessmcnts 
have inercasod from $1,727,234,000 in 1913, and 
$2,806 ,911,000 in 1926, to $2,919,359 ,401 in 1936. 

Tax arrears during 1934 reached a figure of 
$58,188,000, in 1935 $53,757,000, and in 1936 
$47,428,000". 

THE CHAIRMAN: Thee figures aro the arrears for 
that particular ycar? 

HON. MR.CROSS: No, Mr.Chaiman, they are the 
accumulated arrears. 

"It is self-cvidont that the burden of taxation 
imposed upon real cstatc has increased enormously 
during this period. This increase has beon 

duc to additional burdens for social sorvices by 
way of hospitalization and unemployment relief, 
mothers’ allowances and old agc ponsions, which 
costs have fallon upon roal proporty owners. Tho 
result has beocn that tax colloctions havo fallon 
off in a marked way throughout Ontario, and so 


acute did this condition become in certain areas 


“Saanrene. ane) . . 
eroa@iae oft 3: dant ost cremate ® nay 
ered Min T4M orurtateiaok darts 
saorl.tH , dene “te 

deg titles ti aot 15} , ; 
’ we idony os ete ate 
eee ee 


pea 4 omit 


fon o€ 6€ at ste, 7 


BO Gut 


4.5) 


wer oO Cony to diet a 
% nal tropere nad 
| | “at bossrniat 
2 ee 
‘ ae) a 
sf sated 
; : ont ove 
; Le of Sh 
Fae . 4 
et. “yt 
; ai, 285 
; im saa. ‘bg 
2 , VeRRTARO Se 
sie itl o4 ot ee date 
wang Soe SMa 
; ; ort eo) CLumoeee 
Ws ly Ce 
tyva-JICG Ha Fe 7 
3 ad este inet 
| | | pay ue Vial osha of cub 


260g to We 


bey toe 


: sw 
7 iy Vs t My : 
we wotia (eq cdvom 
: e. t X hee : a * 
; if iret ao wad 
— ee : a Eh a} y es 
a f nal a i 
‘ * eo ho. ~ » ' 
Ae | 
| nt oo 3a 


7720 


that municipalitics were forcod to default upon 
their debt obligations. Thirty-four municipalitics 
defaulted in Ontario from 1930 to 1938, amounting 
to $103,000 ,000 of debt." 

That percentage, Mr.iChairman, would 
represent approximatcly 20% of the total debonture debt 
of the province. And that was a vory setious condition 
with which the province had to deal. 

"In 1935 the Provinmial Government took stcps 
to decal with the problom of municipal default and 
took measures exércising a greater control and 
supervision of municipal government. Oontro] of 
capital cxpenditure was vested in the Municipal 
Board by section 89 of 'The Ontario Municipal 
Board Act! (now R.S.0. 1937, Chapter 60, Section 
70) which provides that notwithstanding the 
provision of any general or special Act a 
municipality shall not exercise any of its powers 
to proceed with, authorize or provide any moneys 
for any undertaking, work, project, scheme, act, 
matter or thing, the cost or any portion of the 
cost of which is or is intended cr required to 
be provided or raised by the issue of debentures 
of the municipality, until the approvalof the 
Board has first been obtained." 

THE CHAIRMAN: ‘That applies to all municipalities? 

HON. MR.CROSS: All organized municipalities in the 

province. 

THE CHAIRMAN: Thank you. 
HON, MR.CFOSS: "Under this section no municipality 
in the Province can undertake a program involving 
expenditures where it would be financed by is sue 


of debentures unless the approval of the Ontario 
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Municipal Board has first boon obtainod. 
Thosc provisions have acted as a brake on capital 
cxpcnding, which shows there has becn a roduction 
in the municipal debt of the Province of Ontario 
from $483 ,952,700 at tho ond of 1934 to 
$431,546 ,483 at tho cond of 1936." 
Of coursc Mr. Chairman, it is impossible to determine :to 
what extont thosco provisions have acted as a brake, and 


to what cxtont they havo played a part in forcing some 


reduction.I do know from my cxperience that these 
provisions acted in two ways: Thoy have acted in many 
applications being refused from time to time by the 
Board, and have also prevented, I am convinced, many 
applications from coming to a head by reason of the 
fact that they had to pass the scrutiny of the board. 

THE CHALRMAN: Mr.Cross, for how long wore you 
Chairman of the Ontario Municipal Board? 

HON.MR.CROSS: I was chairman of the Ontario Municipal 
Board from May,1935, until Septomber of 1937. 

THE CHAIRMAN: And would you mind telling us, 
because this question has been raised in other provinces, 
how to guard against municipal over-indebtcedness? 

Upon what principle did you act in determining whethor a 
municipality should be granted leave or not? 

HON. MR.CROSS: Woll, Mr.Chairman, you had to 
considcr cach particular municipality with reference to 
its past history, with reforeneo to tho general industrial 
conditions in that particular area and.where thoir 
tax arroars wore mounting, let us say, above a cortain 
poriod, thon you very dofinitely said that capital 
expenditures would not bo permitted until tho municipality 
showed a bettor position with respoct to its current 
financos. That in rocont years has beon tho surest test 


I think of a municipality's position, because the ability 
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to provide money for debontures and othor sorvicos is 
almost immodiatcly roflectod in tho tax arrears picture. 

THe CHAIRMAN: I am told in #ngland whore there can 
be no borrowing, I think, without the consent of the 
local government board or some government body, default 
by a municipality is unknown. 

HON. MR.CROSS: It is unknown in Ontario, Mr.Chairman, 
since we have had this logislation, for all practical 
purposes, and I hope that result can be maintained. 

TH# CHAIRMAN: You had a good many to start with 

HON. MR.CROSS: Yes, we did. 

THE CHAIRMAN: They arc boing cleared up though? 

HON. MR.CROSS: They have beon cleared up and there 
is this control which I feel confident will prevent the 
recurronee of a similar situation in the future unless 
there is some local economic disaster of some kind that 
cannot be foresecn. 

THE CHAIRMAN: Yes. The board would not grant leave 
for a capital expenditure unless the board was satisfied, 
from the statement of the municipality, that not only 
there was need of the capital cxpenditure but there was 
good ground for belicving that it could mect its 
a@bligations, after the necessary sinking fund. 

HON. MR.CROSS: Yes, that is correct, Mr.Chairman. 

COMMISSIONER MacKAY: Havo you any control over 
the sinking funds of municipalities? 

HON. MR.CROSS: You mean as to investment? 

COMMISSIONER MacKAY: Yes. 

HON. MR.CROSS: No, that is left to the municipality. 
There have boon certain cases, I know of ono municipality 
in the province, where the board found that their sinking 
fund had becn improporly handlod, whon they made an 


epplication for a debenture issue, and tho board in that 
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c1so insistod that thoy obtain spocial legislation 
sotting up a board of trustcos who could handlo the 
Sinking fund, taking it out of the emtrol of tho 
municipal trcasurcr. But there has been no general 
policy with respoct to tho control of sinking funds. 
They arc in the hands of tho local municipal trcoasurer. 

I might just obsorve thero, that the practico of 
issuing sinking fund dobcntures is rapidly on tho docline 
in the provinces. By far the great percontage of municipal 
dcbcntures arc issucd on the installment basis now. 

I think that is generally true. And there is provision 
that tho consent of the board now is required whore a 
municipality wants to issuc sinking fund debentures. 

They have to come to the board and obtain approval to 
issuc debentures of that type. At that time the board 
would scmztinize the condition of the sinking fund before 
any additional dobcentures of that type are issucd. 

There arc some peculiar cases whore sinking fund 
debentures perhaps are advisable and can be justified. 
But in the main the expericnce with sinking funds over 

a period of years indicatcs to me that the much safcr 
way for municipalitics is to issue and do their financing 
with the installment type of debentures. 

THE CHAIRMAN: What is the general limit of insta 1- 
ment debentures? I suppose it depends on the nature of 
tho public work? 

HON. MR.GROSS: Yos, it would vary from ten to twenty 
and thirty ycars, and depend to some oxtent on the 
locality. For cxample, it has boon the practico in 
Northern Ontario in tho case of mining towns to limit 
thom to a ton yoar period. Generally in Ontario thero is 
a diffcroent period of debentures for tho type of wrk. 


THE CHAIRMAN: In the case of sone of the Northern 
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Ontario dobonturcs, thoy have boon guarantood by tho 
provincial govornncont. Is that practico still going on? 
HON. MR.CROSS: No, Mr.Ohaimman, that practice 

has bcon discontinued. 

MR.WALTERS: Fortunatoly. 

HON. MR.CROSS: Then, Mr.Chairman, if I might proceed; 

THE CHAIRM/N: Yos, if you pleaso. 

HON. MR.CROSS: "In 1915 the Department of Municipal 
Affairs was croeatcd, which was given tho powcr 
of direct supervision and control of municipal- 
ities in default and chargod with the task of 
improving gcnerally the mcthods and standards of 
municipal government. Under the supervision of 
the department the position of supervised 
municipalitios has impcoved and refunding plans 
have becn accomplished £n cight municipalitios, 
ropresenting a totai dobt of $84,000,000". 

That, Mr.Chairman, is $56,000,000 out of the total 
of $103,000,000 which was mentioned on the previous 
page as being the total debt in default. 

THE CHAIRMAN: You got about as near tio 50% as you 
could? 

HON. MR.CROSS: Yes, Mr.Chairman. 

"The Department has a trained staff of municipal 
officials expert in their various phases of 
municipal administration, and through. their 
guidance and assistance the standards of 
municipal government are being improved and 
extended throughout the Province." 

I might just observe there, that I think some 
comment was made by Dr.Brittain the other day with 
respect to what steps were being taken in the province 
to improve municipal administration and efficiency. 


I think the Department has taken very definite steps in 
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that direction. We have established throughout the 
province at the University of Toronto, and western 
Ontario, and at Kingston, schools for municipal 
officials which are held at different times throughout 
the year. The municipal treasurers and clerks and 
councillors are invited to these schools. A course of 
lecture is furnished to them by experts in accounting, 
assessment and all the problems that confront municipal 
administration. That has been a forward step we feel 
with respect to acquainting particulazi= municipal 
officials in the smaller centres of the province in 
the best advice we can furnish them as to the methods 
of administration. 

THE CHAIRMAN: When were those courses established? 

HON. MR.CROSS: They were established shortly after 
the department came into existence in 1935. One was 
just concluded last wocek at the University of Toronto. 
We had about 150 in attendance there from various parts 
of the province. 

THE CHAIRMAN: Is the attendance increasing? 

HON. MR.CROSS: It is increasing. * might say in 
1936 we had 90 in attendance at the University of 
Toroito, in 1937 64, and 1938 158. At the University of 


Westcrn Ontario last October we had 124. 


Further work has becn done by reason of the fact 
that the Department has experts continually throughout 
the year and thoy are in constant consultation with 
the municipal officials throughout the province. Deloga- 
tions are coming to and from Toronto, and cur officials 
are going out to assist them in many of their difficulties. 
I think the standard of municipal administration has 
been very definitcly improved over the last two yoars 


by reason of the departmont‘s creation. 
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THE CHAIRMAN: You are well satisfied with the 
results of these courses, are you? 

HON. MR.CROSS: Yos, Mr.Chairmam. Whether it may 
lead to definite standards bcing eventually established 
with respect to the qualifications of clerks and 
treasurers I am not prepared to say but it is tending 
in that direction. 

Then, if I might continue: 

"Due to the control of capital expenditures 

being vosted in tho Ontario Municipal Board 

and the gencrai supervision of the Department 

of Municipal Affairs, no further defaults have 
occurred during 1936 and 1937, and the Province 
may take crodit for the cnergetic measures to deal 
with the alarming picture that had developed in 
1934),.7 

I might just observe there, Mr.Chairman, that when 
I was on thc Municipal Board there wore occasions 
when we became concerned with the conditions of a 
municipality which, if there had been no supervision 
or no advice given to them, default would have 
ensued. I can think of two or threc municipalities in 
that respect. And by sending in officials of the 
department woe were able to avert what would havo 
inevitably follcovsd had the municipality pursued the 
course that it had ahead of it. That, I think, is 
also a preventative measure in the fusuro, that by 
the municipal Board controlling capital cxpondituros, 
and the department being interested in tho current 
phase of administration, if difficultios aro ahead of 
a municipality, that stops can bo taken to correct any 
a@ifficultics that lie ahead and avert an occurrence of 


the very alarming picture that we had in. 1954. 
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I can file with the Gommission, and I think it 
might be uscful for thom to have it as a mattor of 
record, the various municipalitics in the province 
that went into default, tho date that dcfault occurred , 
the nature and amount of their debenture debt, and a 
summary of the provisions that have bcen made where 
plans have becn approved for refunding. 

I might just observe here that the Department or 
the Board have no direct jurisdiction to force a settlc- 
ment of debt. The scttlement must be arrived at betwoon 
tne municipality ard its creditors. Then, this must be 
submitted to the Ontario Municipal Board for approval, 
and a cortain perccntago of their creditors will have 
power to object to any order bcing approved by the 
Board. 

Under this existing logislation a very large numbor 
of scttloments arc now pending and I would hope wuld be 
consummated within tho next ycar, and they have all been 
arrivod at by agreement. 

THE CHAIRMAN: Mr.Cross, I was under the impression 
that under the Act, the p.an is agreed upon botween the 
municipality and its debenture holders and submitted to 
the Board, and if a certain porcontage docs not object 
wi thin a fixed period then the board may convirm the 
plan and it thereupon becomes binding upon all the 
debenture ho.ders. 

HON. MR.GROSS: Yos, that is genorally "ve, Mr. 
Chairman, but thorc aro certain limitations with rospect 
to the filing of applications. If two thirds of the 
ercditors hevo approved of a plan before it is filed, 
then tho period of hcaring is roduced to one month. 
Othorwisc, if two thirds aro not in agrooment it has 
to bo gazette’ for throo months bofore tho application 


gan bo hoard, and thon such an application, after it 
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is hoard, ono third of tho cro@ttors, if they filo 
abjoctions in writing with tho board, may proclude 


the board “rom making the ncecossary ordor confiming tho 


plan as filod. As to the oxact moaning of that particular 
scetion, no logal intcrprotation has bocn placcd upon 

it bocause its use has nover becn brought into question 

to date. 

THE CHAIRMAN: You perhaps can tcll me, in tho Windsor 
case it is not the Ontario Municipal Board Act but it is 
a special act, is it, which is in question? 

HON.MR.CROSS: Woll, Mr.Chairman, that plan came undor 
three acts. It came undor the Department of Munidi pal 
Affairs Act, the Windsor Amalgamation Act and the Ontario 
Municipal Board Act. But there woro cortain jurisdictions 
in cach of tho thrco acts which had to be exercised to 
dcal with the whole casc. One of the questions that was 
argued in that casc, I bolieve, and is now before tho 
Court of Appeal was as to whethor or not logislation 
dcaling with an insolvent municipality was in the 
nature of bankruptcy Isgislation. The reply of course 
of those supporting tho plan was that it was essentially 
a mattor of municipal law and institution, and thercfore 
should not be questioned, 

Since that case has been heard, Mr.Chairman, or 
Sines it hss boon before the courts, the whole Windsor 
plan has boon confirmed and ratified by act of tho 
legislature. So that insofar as it lay within the 
power of the Ontario Legislature to confirm the arrango- 
ment, it has becn confirmed. 

I might add furthor it has bocn confirmod by tho 
debentures holders to this oxtont, that 97% of them 
have accoptod the now dobenturos undor tho plan. 

THE CHAIRMAN: You aro getting protty noarly 


unanimous then? 
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HON. MR.CROSS: I should think so. It is cortainly 
as closc as you could oxpoct to got in an issue of 
$34,000 ,00u. 

THE CHAIRMAN: Yos. It is now 4:30, wo will hear 
you furthcr tomorrow. 

Porhaps you havo noticod a very intorcsting 
Judgmcnt of the Unitcd States Supromo Court handca out 
within the past ton days, on the Federal Government's 
Municipal Bankruptcy Act? 

HON. MR.CROSS: No, I had not heard of it, Myr. 
Chairman. 

THE CHAIRMAN: The United States Supromo Court has 
hold that a foderal act dealing with the bankruptcy of 
local municipalitics is within the competence of the 
fcdceral body in the United States, the Congress. I have 
only soen the report as it appeared in tho New York 
Times, I have not socn tho official report. 

MR.LANG: Mr.Chairman, might I trespass just fora 
moment -- 

THe CHAIRMAN: You novor trospass, Mr.Lang. 

MR.LANG: Thank you very much. I am afraid I am 
a nuisanee with my exhibits. This aftornoon I filoa 
as exhibit No. 304 a statemcnt in econncetion with 
highways, and I would like to attach to that a furthor 
Statomcnt which has come from the Highways Department, 
showing the reccipts from the Federal Government undor 
scveral heads, but including all reeccipts from the 
Federal Governmont sinee 1922. That could bo attached 
to cxhibit 304. 

THE CHAIRMAN: That deals, you moan, with rocoipts 
from the Foderal Government in rolation to highways? 

MR.LANG: Yos, in relation to the highways only. 

MR.WALTERS: That is not in reduction of thc amounts 


that aro shown in that rcport. 
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MR.LANG: No, it is a separato schodule, but it is 
rofcrablo to tho samc subjoct. It could be filed 
scparatoly if you choso. 

MR.WALTERS: I think it should bo filod separately. 

THE CHAIRMAN: Thon that will bo marked as exhibit 
307. 

EXHIBIT NO. 307 - Statement showing reccipts 


from Federal Government sinco 
1922 in relation to highways. 


--- Tho Gommission adjourned at 4:30 P.M. to resume 
at 10:30 A.M. Thursday, May 5th, 1938. 
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ROYAL COMMISSION ON DOMINION-PROVINCIAL RELATIONS 


TORONTO, ONTARIO, MAY 5, 1938 


The Royal Commission appointed to re-examine the 
economic and financial basis of Confederation and the 
distribution of legislative powers in the light of the 
economic and social developments of the last seventy years, 
met at the Parliament Buildings, Toronto, Ontario, 
on Thursday, May 5, 1938, at 10.30 a.m. 
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Parliament Buildings, 
Toronto, Ontario, 
May 5, 1938, 


MORNING SESSION. 


The Commission met at 10.30 A.M. 

THE CHAIRMAN: We will hear you further, Mr. Cross, 

HON. MR. CROSS: Mr. Chairman, I desire at the outset 
to make a correction in a statement which I made yesterday 
when asked with respect to the statistics appearing on 
muce 7/5, in regard to tax arrears; one of the Commissioners 
asked if that represented the current arrears only and I 
think I replied that it did, I find now that I am not 
correct in that statement, and that it includes both 
current and cumulative arrears, We are not able, in our 
statistical returns, to segregate one year’s taxes from 
another and that represents the cumulative figure, and the 
figures on total tax arrears outstanding in the province 
are not available. There should be added to that, prior 
to the year 1934, At this stage, Mr. Chairman, I would 
like to file formally with the Commission the report of 
the Department on Municipal Statistics. It has already 
been made available to the Secretariat of your Commission, 
but I thought I should draw the attention of the Commission 
to this volume, because we feel it is quite unique in this 
way, that it is the most comprehensive and accurate compil- 
ation of municipal statistics that has, I think, been 
achieved to date in Canadian affairs, I do not intend to 
dwell upon that at any length, but it does give you each 
municipality in the province, its assessment, its assessment 
on an acreage basis, and division of its assessment 
between buildings and lands, the amount of its levy for 
school purposes and for debenture debt, the amount of 
self-sustaining debt in each municipality, and the amount 


of tax arrears, the levies for local improvements, both 
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the owner's share and the municipality's share, and a break- 
down on the debt and on the revenue. So that it has been 
of immense value to those studying municipal problems to 
have such a compilation of statistics agailable, and I think 
it has been of great value to the municipalities themselves 
in enabling them to judge what municipalities in their same 
class have been doing with respect to problems of municipal 
administration, 

THE CHATRMAN: I think that is all true, Mr. Cross; 
a very impprtant and valuable document. It will be Exhibit 
No. 3508, 


EXHIBIT NO. S08? Report on municipal 
statistics. 


TE CHAIRMAN: Mr, Cross, can you tell us what is the 
average assessment-- of course, I know it varies according 
to buildings Ze of farm lands in some of the good counties 
in western Ontario, like Oxford and Weilington? 

HON. MR. CROSS: That information, Mr, Chairman, is 
available in this booklet I have filed. It is all set out 
there by townships and by counties. 

THE CHAIRMAN: We wil] get it from there then, Mr. 
Cross, The information on taxes, given on page 72, which 
are the accumulations, is encouraging in that it shows that 
by 1936 not only were there no additional arrears but that 
the arrears from 1935 had been reduced by approximately 
$6,000,000. 

HON. MR. CROSS: Yes, that is correct, Mr. Chairman, 
Then, if I may proceed from the point at which I left off 
yesterday afternoon, I was about to file as another exhibit 
a statement showing the complete picture with respect to 
the debenture debt in municipalities which had defaulted 
up to 1es6. It gives a list of those municipalities, listing 


the cities of Niagara Falls, Sudbury and Windsor, and also 


the various townships and towns in the province which had 
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defaulted. I do not wish to labour the point as far as the 
problem of defaulting municipalities in the province is 
concerned, other than to observe that we had a very alarming 
picture in Ontario in 1934, and that it was only by energetic 
measures on the part of the government that the tendencies 
were corrected, and that we may now say that the situation 
is under control as far as administration is concerned, That 
problem of administration, I apprebiate, is an internal one 
to some extent, with which your commission is not perhaps 
concerned as to the details other than along the lines that 
I have indicated, that we did take steps to deal with the 
problem as we saw it, and those steps have been effected, 

THE CHAIRMAN: Mr. Cross, I assume that in your view, - 
the view of the Government, you have at the present time 
adequate machinery to deal with municipalities that either 
are in default or are in danger of defaulting? 

HON. MR. CROSS: Yes, Mr, Chairman, we feel that is the 
case, | 

THE CHAIRMAN: The only point would be whether there 
is anything in the cnntention which has been made, -- [I 
think it has been made in British Columbia in an action, and 
I think it has been raised in this action in relation to 
the city of Windsor, as to whether the Government has tne 
right to reduce the interest rate in these matters. 

HON. MR. CROSS: That, of course, is a matter that is 
now before the court, to some extent, We have a very 
definite view that as far as the province is concerned it 
is a matter involving municipal institutions solely. We 
create these municipalities, we give them all their powers, 
to issue debentures, and it follows that any power to deal 
with their debt is incidental to the larger power, But that 
is, as I say, a matter which is now before the court; 


THE CHAIRMAN: Should it turn out in the final result 


woe fase Le 
‘el erstewy oat wt 
dm fi dave ta lbnion eu Wanewe ob waa 
ta 10 atte wer Sto eedt boo ,OORL ah | 
tg feet fosssrteved 6a? 1c qa whe 
TEAL § 2ec¢ Ye won gar ow Bad) fas 


Bev F305 “ut natcatie nigds ee =i 68 AC 


? na-@f ,o " tee | ,wolseiwsels 


vane fdolgw Agbe _F 
oo. - pateb edé of ins 
| ‘ Hotn sind bID ow Tant botaniiat 
sont bre , st wes ow en 
— tink 2 , Beet) am aT a * 
= . ve voy ,dnenneyol ef? To wale 
; ) n dtiw iewh of vitertiosen.@ 
Tagrab mi on 2 thustted ols 

H $a aria) tt ~agY 78009 .ill HOR 
a iouso - 
higow duiieg Piao SAT : MARAE Chit 
cy eed dotdw coltaetage anid ni oi Lioean eh 
a ytet desdeett at eben goed eat ai sith 
| } scordpe ti DODhers Aged eof wt aokds S, 
: weeron) ot ariw od e (roBbaiW ty Wis. 
sid ‘otay tectetat st? eoubet oF 
pt to ,dedt? § :220R0. 51 MRT 
W ,tnetxes toon oo ,.smOo oi sxoted was 
janivony. aid ef tH) &e Tene wety. etiatioh 
q GW @ankiiahe ten gf 2 kaare eaiviorat sottan & a. 
[ia myfe syig oe 4 2a iaqs etna ci inane 
wie dada mwatie’ 2- bay soytatacded ae 
yoq tenmal.«dz oF [esacdioa? a} tdob xtomd | 
4? ereted wor es! dotgw coefem » , yan I 
9 af ¢00 mau: 4) Siwed’ 5 1 F 


an 


7735. 


by the judgment of the highest court that the province has 
not the full power to deal with the matter, do you think the 
province should be given the full power to deal with thé 
matter so far as it relates to munioipal institutions? 

HON. MR. CROSS: I think so, most decidedly, Mr. 
Chairman, because while our view in law is that these powers 
are incidental, as a matter of administration they most 
certainly should be because of the wide powers that are given 
to the municipalities by the province with respect to their 
administration, 

THE CHAIRMAN: The province seems to be the natural 
body to deal with that matter, and if either by reason of the 
legislation relating to bankruptcy and insolvency ie that is, 
federal jurisdiction relating to bankruptcy and insolvency, a 
or federal jurisdiction in relation to interest, the 
province is ywnable to work out these compromises and make 
them binding on the minority Laat 

THE HON. MR. CROSS: I think that is most desirable, 

Mr. Chairman; if by any chance the court should hold that 
some of the powers exercised in the Windsor plan were beyond 
the powers of the provincial legislation, the immediate step, 
I fancy, would be to have that plan confirmed by the federal 
parliament, because 90 per cent of the creditors have agreed 
to the settlement. - 

THE CHAIRMAN: If there is really doubt about it --~i 
do not suggest there is, because I have not given it any 
consideration, I simply know the fact that question is before 
the courts in this province and in British Columbia -- but if 
it should turn out that there is really doubt or possibly 
some disability to work out a comprehensive plan for the 
rearrangement of the muntipal finances So as to bind an 
unwilling minority, then legislative jurisdiction, one would 


think, perhaps, should be cleared up. 
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HON. MR. CROSS: I would think that is correct, Mr. 
Chairman. The point also has been raised, although I do 
not know that it has been put specifically in issue before 
the courts, in a settlement of this kind, that it may be 
that where shares are held outside the province the question 
of extra-provincial rights may occur, where these rights 
are situated outside the province, and being dealt with 
inside the province. But, as I say, I do not believe that 
has been placed specifically in issue although it has been 
raised from time to time to my knowledge by those who have 
been interested in the problem. It is perhaps of not 
great practical significance because the holdings excspt 
in the case of the city of Windsor are very small outside 
the provinee, and in most cases the creditors are quite 
satisfied to take any reasonable settlement that ida provided, 

Then, Mr. Chairman, I will file this general statement 
showing the picture with respect to the defaulting municip- 
alities, their total debenture debt and the nature of the 
arrangements that have been made with respect to the refundin 
of those obligations. The total, as I intimated the other 
day, is $103,000,000 of debt, of which $56,000,000 has been 
provided with a refunding plan. 

THE CHAIRMAN: That will be Exhibit 309. 

EXHIBIT NO. 309: General statement 
showing total debenture 
debt of defaulting 
municipalities and 
refunding arrangements 

UCN; MR. CROSS: Then, Mr. Chairman, if I may proceed, 
on page 73: 

While it is true that there were other factors 
contributing to these defaults, at the same time 
they were in a large measure due to the taxation 
powers of these municipalities having been exhausted 


by the increasing demands for social services of 
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various kinds which the municipalities were required 
to assume, Until 1936 these obligations were, for the 
most part, placed upon the municipality by the 
Provincial Government, and it was only in 1937 that the 
Province of Ontario was able to put its own budget 
in such a position that it was able to take definite 
steps towards the alleviation of these excessive 
burdens, 

The steps taken included the one-mill subsidy 
on the rateable assessment of every municipality in 
the province, the assumption by the Province of the 
entire cost of Mothers Allowances and Old Age 
pensions, the assumption of County roads and Township 
roads expenditures up to 50 per cent of the total 
cost. In all,this relieved the municipalities of an 
annual tax burden of more than $13,000,000. 

Detail of the annual savings to municipalities 


for the year 1938-39 are: 


One-Mill Subsidy $3,000,000 
Mothers! Allowances 2,220,000 
Old Age Pensions 1,139,000 
Township Road Subsidy 300,000 
King's Highways 4,000 ,000 
County Roads taken over 500 , 000 
Hospitalization -- indigent 

tubercular patients 1,000 ,000 
Education -- 1958 1,200,000 


$13,359,000 


Might I just observe there that relief might also have 
been afforded to the municipalities had the Dominion increased 
its grant-in-aid this year with respect to unemployment. You 
will recall, Mr. Chairman, that you asked me yesterday for the 


viows of the Department with respect to the problem of grants-= 
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in-aid in particular reference to unemployment, I might 
just observe that this province and the municipalities of 
the province approached the Dominion Government in February 
and March of this year, and the proposal was made to the 
Federal Government at that time that the basis of grants-— 
in-aid with respect to unemployment relief should be on a 
basis of 40 per cent for the Dominion, 40 per cent for the 
province and 20 per cent for the municipalities. We have 
had no official reply from the Dominion Government with 
respect to that proposal. It would further relieve the 
municipalities if such a policy were followed, and the way 
the matter stands now, for this year the province is 
contributing a total of 45 per cent of the cost of relief 
throughout the province, the municipalities will assume 
approximately 30 per cent, and the Federal Government in 
the neighbourhood of 25 per cent. If the Federal Government 
does make increases in their grants we have proposed to pass 
those on to the municipalities on a pro rata basis for this 
year, but in the meantime we are proceeding with the 
province making the same contribution as it did in other 
years, which we felt and still feel is a very large percentage 
for us to bear. But, we have endeavoured to pursue this 
policy of relief to our municipalities, and if the federal 
grants were increased this year we may be able to pass some 
further benefit to them. That is the position at the present 
time, and that was the definite proposal on a percentage 
basis which this government had advanced and was supported 
by the municipalities of the province in that submission. 
THE CHAIRMAN: Mr. Cross, I must say I have been 
rather impressed in the course of these hearings with the 
difficulties that are inherent in these grants-in-aid, that 
differences of opinion may arise between the various author- 


ities as to the amount each should contribute; ~hether that 
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system aids in the maintenance of the best possible relations 
between the different governments, or whether some other 
method could be devised which would be better, and which 
would tend more to smooth the relations between the various 
governmental bodies, 

HON. MR. CROSS: Yes, Mr. Chairman, it is quite true 
that the system of grants-in-aid is subjeet to the objection 
that you have pointed out, and if this commission can make 
Some suggestion as to a better method of handling it -- 

THE CHAIRMAN: I do not know whether we can or not, but 
I think you will agree that it would be advisable to devise 
some method whereby each government could collect its own 
taxes. 

HON. MR. CROSS: That is what I had in mind in the lest 
paragraph there when I made a suggestion with respect to the 
province collecting the income tax, sufficient to take care 
of what the Federal Government otherwise contributes. Whether 
it should be handled in that form or in the form of an 
increased subsidy it would eliminate one of the bodies from 
this three-government system of grants-in-aid. 

THE CHAIRMAN: If we had only this province to deal 
with, Mr. Cross, that might be a very simple solution, and a 
very reasonable one, but our difficulty is that, on the 
facts presented to us, there are several of the provinces 
which could not carry their relief load if they had this 
provision of the income tax, We have to try and work out 
some method for dealing with them, and whether we should 
have a common method for all or different methods, is a 
difficult problem. Just on this point, Mr. Walters yesterday 
quoted from Mr. Robb's statement at the 1927 interprovincial 
conference, I notice in the Nova Scotia brief they have a 
further quotation from Mr. Robb in reference to the methods, 


on page 123 of the Nova Scotia brief, following a quotation 
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from Mr. Price, suggesting that inccme tex shoulda be 
handed to the states, following the Australian example. This 
is what Mr. Robb states, as quoted in the Nova Scotia 
Drier; 
The recommendations of the proginces are 
double edged, First, there is the demand for 
increased expenditures by the Dominion Government, 
and on the other hand that we should withdraw from 
certain fields of taxation and revenue, Recommend 
ations have been made that subsidies should be 
increased, that certain expenditures for varied 
means of transportation should be undertaken, that 
the old age pensions should be at the sole expense 
of the Dominion Government, etc, On the other 
hand, it has been urged that the Dominion should 
withdraw from the income tax field and other 
direct taxation sources, that we should reduce the 
customs and excise duties on liquors, ete. I 
have not made a minute calculation, but off-hand 
would estimate the varied recommendations involve 
either in the expenditure or in the drying-up of 
sources of revenue, one hundred millions of 
dollars annually." 
This would not seem to indicate that Mr. Robb favoured 
giving up the revenue. I only have this extract in addition 


to the one Mr. Walters reed yesterday -- it was just on 


the point you suggested, that Mr. Robb had favoured it. 
This extract would not seem to lead to that conclusion, unless 
there is something further in the report which would 
qualify that. 
MR. WALTERS: Mr. Chairman, I hesitate to refer to 
the Hon. Mr. Robb too much because he has passed away, but 


my statement wag that on more than one occasion the Hon. Mr. 
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Robb had made a half promise to some day retire from the 
field of income tax insofar as the tax on persons is concern- 
ed. Apparently he did not altogether favour it or he 
would have done it, but he considered it. 

THE CHAIRMAN: You read an extract from the 1927 
Conference proceedings, and I thought that this extract in 
the Nova Scotia brief shculd stand side by side with it to get 


a fair picture of what Mr. Robb said. 
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MR.WALTERS: Of course, Mr.Chairman, you would 
have to tako the verbatim rcoport oftho 1927 conforenec. 

| THE CHAIRMAN: Yos, you have to take the wholo 
roport. 

HON: MR.CROSS: Shall I proecced, Mr.Chairman? 

THE CHAIRMAN: If you please. 

HON. MR.CROSS: The next section of tho briof, which 
dcoals with Municipal problems I do no propose to read 
this morning, unlcss you wish it read. It deals with 
the logislative history of the provinee in dorzling with 
the problem of defaulting municipalitics, on which I 
have spoken at some licngth already. It makes roference 
to the old Ontario Municipal Board provisions whore a 
committcc of suporvisors wore sect up and thosc committees 
wore in effect the controlling body of the municipality. 
Then wo proeecdcd from that to the ereation of a depart- 
mont of municipal affairs under which department all tho 
actual supervision is done at the prosent time. Those 
next pages, 75 and 76,dceal with that history in some 
detail. As it is a matter of internal administration 
I thought wise perhaps to mako it a mattcr of record, 
but in view of the quite wide discussion wo have already 
had in respect of tho mattcr I do not propose to read it. 

THE CHAIRMAN: I do not think it is noecssary to 
read it into tho record but perhaps, Mr.Cross, you would 
do this: Naturally I am more familiar with it than ny 
ecolleagucs from tho other provinecs. Porhaps you would 
statc just in a fow words tho present procedure, tho 
ecircumstanccs undor which you appoint the administrator 
and thon tho mersurc of control which ho ecxcreiscs, just 
those two points. 

HON. MR.CROSS: Yos. Woll, Mr.Chairman, on pago 77, 


I would just road that one paragraph at the top of the 
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page. 
“Tho Dopartucnt of Municipal Affairs Ast provides 
that upon application of the Department , the 
Seouncil, or of treditors having claims 
represonting 20% of tho total dobt of tho 
municipality, tho Ontario Municipal Board is 
empowered to order control and charge over the 
affairs of thc municipality to be vested in tho 
Department. Such an order is effective in its 
appiication until such time as a countormanding 
order is wssued by the Board. Such countermanding 
orders releasing municipalitics from tho 
Department's jurisdiction can only bo made by 
the Ontario Municipal Board, however, upon the 
recomcndation of the Department." | 
Then, as to the measure of control, the Department 
officials must approve of the cstimatcs of the year 
early in January and Fobruary of that municipality and 
I might say the administrative sot-up is that in the 
Department we have scveral supervisors who are given 
specific responsibility with respect to certain 
municipalitics. It is thcir duty to study the budget 
and be familiar with all the local problems of that 
particular municipality and thoy arc charged with 
considering the cstimetces that are prepared by the 
riunicipal officials and approving of those estimates, 
the limitation of the expenses of the municipality to 
those estinatcd, oncc the budget is established. Monthly 
budgets aro sct up for those municipalities and the 
supervisors check all disbursoncnts that are made from 
month to month in order to sce that once a budget is 
sot and a tax rate is struck, that that budget is 
maintained and is not oxcecded during the year. 


That generally is tho measure of control. All bylaws 
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of tho municipality must be approved by the Departnent 
and that gives us diroct control over all mattors of 
municipal administration. 

THE CHAIRMAN: Tho council functions in a measure 
nomeally cxecpt that its bylaws must be approved by 
tho Department and tho budget must be dealt with in 
the manner you have outlined to us? 

HON. MR.CROSS: That is correct, Mr.Chairman. Tho 
Municipal Act on all the powors of the council is not 
intorfered with exccpt on the particular matters you 


heve mentioned, Bylaws and budgcts and tax rates and 


the essential mattcrs of financial control are subject 
to the approval of the Department. 

I do not think I have anything to add, Mr.Chairman, 
other than to sum up by saying that the province recognizes 
the problem of the burden upon real cstate and we .are 
taking the best methods we can,within the limitation of 
our own budget requirements, to deal with that 
situation bocause we fecl that socially it is of the 
utnost importance that the building of homes be encouraged 
RS profitable investment for any faimer or urban 
dweller to own his own home. Where realestate taxation 
has mounted, as it has inclined to do in recent years, 
it has beon perhaps a deterront of that tendency and 
we aro most anxious to do whatover wo may within, as I 
say, the requircmonts of tho Provinco to alleviato the 
situation and we have, as indicated, in 1938 alleviated 
that position to the oxtent of $13,000,000. 

THE CHAIRMAN: Thank you Mr.Cross, it is 4 most 
intcresting and informing statomont. 

MR.WALTERS: Mr.Chaiman, may I just rofor again 
to this matter that was montioncd? I may say it now 
comes to my memory, having read an itom that was placed in 


my hands, I think I will be able to produce the statoment 
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in Hansard, porhaps today. But I am boginning now to 
recall having sat in the official gallory at Ottawa 
mysolf and hoard the statoment, but I shoulda liko to 
read it into the records, from Hansard. 

THE CHAIRMAN: Yes, cortainly. 

MR.WALTERS: Part of tho statoment made by tho 
Honourablo Mr.Robb in the last budgct addross that he 
delivered. And.1i submit, sir, that tho actions of a 
Ministor of Finance perhaps spoak morc loudiy than his 
occasional words in an informal conference. Tho action 
of the Honorrble Mr.Robb was to consiston.y remove tha 
burden of incomo tax, and 1 believe on different occasions 
he expressed himself as being conscious of the fact 
that to tax a corporation and then subjcct the dividonds 
of tho corporation to a tax was double taxation. 

THE CHAIRMAN: Yes. 

MR.WALTERS: And in that respect was ittancltous. 

THE CHAIRMAN: Yes, I know B& entertained that idoa 
quite strongly. 

COMMISSIONER DAFOE: But it was he who put that 
provision in the income tax. 

MR.WALTERS: No, 1 think not. I think it was done 
in the time of Sir Henry Drayton. 

COMMISSIONER DAFOE: That is not my recollection, 
which may bo faulty. 

THE CHAIRMAN: I know I have argued that proposition 
with Mr.Robb quite strongly, that it was iniquitous 

MR WALTERS: I believe I am right, Mr.Dafooe. 

COMMISSIONER DAFOE: We will have to look up the 
authorities. 

MR.WALTERS: I toll yOu just why I spoak not by the 
book ;: Iwas appointed inspector of income tax for the 
Hamilton district on the 20th of April, 1920 when Sir 


Henry Drayton was Minister of Finance, and it was in the 
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act at that tino. 

COMMISSIONER DAFOE: In that case Mr.Robb did not 
put it in. 

MR.WALTERS: No, I do not think ho wuld have mt it 
in. Hore is what he said: Tho Honournablo J.A. Robb 
in speaking on the budgct on February 16th, 1928, said 
in pars: 

"ag an added cncoumgencnt to business as a 
measure of rolief to tax payers and to those 
provinees where local taxes are levied.” 
Ho admitted that principle right there, that it was some 
thing calling for Governmental action and recognized the 
fact that another jurisdiction was imposing the same kind 
of a tax on the samo porsons. Then he goos on: 
"to those provinces where local incone taxcs 
are levicd, it is proposed that the Dominion 
shall cont*nue gradually to lighten tho load in the 
income tax ficld. Last yoar a roduction of ten 
por cent in all rates of the income tax was 
announced. Today we are able to go a step furthor 
to propose that the incomo tax payablo by 
individuals be reduced an additional ten per cent.” 

THE CHAIRMAN: Of course tho qualifying provision, 
Mr .Walters, which wc must bear in mind was that at that 
tine the Govnmmment was having a suzplus and it could 
reduce taxation, just as this Government had last year. 
Since 1930 thore have beon hugo deficits, they have not 
becn reducing taxation very much, they havo beon 
increasing it. 

MR.WALTERS: But, Mr.Chairman, I submit these two 
points, that in thrt one sontence the Honourable Mr.Robb 
indicatcd a desire to continuo ,-- 

THE CHAIRMAN: Quite, thorc is no doubt about that. 


MR.WALT#RS: That is tho first thing I submit. And 
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the socond thing 1 submit is that ho had considoration 
for those provinces whoero thoro was a local cxaction, 
cithor through tho provincial authority or tho municipal- 
itics, and that to me clearly indicates his attitude 
towards porsonal incomoe taxcs. 

THE CHAIRMAN: Thank you. 

MR.LANG: Mr.Chairman, night wo now go on to the 
noxt subject in book 2, page 78? 

THE CHAIRMAN: Yos, all right. 

MR.LANG: This subject bcing “Some Observations 

on Tariff and Monctary Policy”. Professor Taylor will 
dcal with that. ; 

THE CHAIRMAN: Thamk you. You are gotting into a 
really intcrosting qucstion. 

MR.LANG: Yes, Mr.Chairman, "Observations", however. 
"Some Observations". 

THE CHAIRMAN: I do not mean that the last subject 
was not very interesting too. 

PROF. TAYLOR: Mr.Chairman and merbers of the 
Commission: 4s we point out on the first page of this 
brief, and perhaps it is unnecessary to read the 
abservations in extenso, Canada lms had a protcctive 
trade and. tariff policy for nearly eighty years and for 
sixty yoars at least that policy has in its substencec, 

I susgest, been practically unchanged. Thero have beon 
variations in rates, thore have been slight upward 
tendencios at tines, slight downward tendencies at others. 
But in what I call rather vaguely the goneral level of 
protection there has really been no change since 1879, 
with the exception of tho first fouror‘five yoars of the 
prescnt docadc. 

THE CHAIRMAN: There have boon a good many political 


specches mado that would not entiroly agree with that view, 
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PROF. TaYLOR: Yos sir, but wo did not roproduce 
the claboratse charts on avorago ratos of duty ana so on. 

THE CHAIRMAN: No, it is not neecssary. 

PROF. TYLOR: In pixty yoars I s¥ggest that Canada 
has maintained its policy of considered protection 
based on intcrnational comparisons of a comparatively 
modcrate scalc. 

Reading from tho middle of the second paragraph 
I state: 

"Phere has been a certain amount of protest 
from both extremes, and occasional sporadic 
revolts in this area or that on the tariff 
question. But in fact, if not always in 
theory, there has never becn a coherent long- 
lived party organization committed to radical 
change of the whole policy. 

During these sixty yoars, and under this 
policy, Canada has prospered greatly, and every 
part of Canada has shared in this prosperity.” 

I suggest there may have bocn an equal or greater 
or losscr degree of prosperity under a different policy, 
but that, I suggest, is a somewhat acadomic question. 

The tariff policy, as you have pointed out on 
several occasions at other hearings is a Foderal matter 
and as a province we have no case either for or against 
any particular trade or tariff policy. The tariff 
policy is tho concorn of tho Federal Parliament and 
it is in the arena of fcderal politics that the issues 
should be discussed and must be decided. 

The tariff issuc however has boon injected into 
the discussion before this Commission and it has bulked 
large in somo of the briofs submitted, and in effect, 
by implication it has been mado a basis for considerati on 
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sort. 

THd CHAIRMAN: Yos, porhaps there, to prevent a 
misapprehension, Professor Taylor, I do not think any 
of the provinces have made a claim that they should bo 
commensated for the extra amount which thoy claim the 
tariff was costing them. What I undorstand their 
briefs to indicate is that they set forth the clain 
as to the extent of tho burden that the tariff has 
imposed upon them and thoy said that should be taken into 
consideration in adjusting Dominion-Provincial rolations. 
That is, the incidence of the fodcral cconomiec policy. 

PROF. TAYLOR: Yes, f gathor that from reading the 
examinations, sir, both in Winnipeg and in Victoria, 
that on examination, that was the position that they took. 

THS CHAIRMAN: Yes. Up to dato we have had no 
indication, to spoak from recollection, as to how one 
was to measure the weight that should be given to that 
in adjusting Dominion-Provincial rolations. 

ROPF.TAYLOR: Yos, as 1 understand it, in the case 
of the Manitoba bricf at lcast they sct up two certain 
quantitative mcasurements of their disability and I 
think the implication from reading “who bricf, in the 
first place, secms to invite considcration of those 
amounts when compensation is to be considcred, but in 
the examination, as I say, I recognize thoy have morely 
said that those should be takon into considcration in a 
gonoral way when financial ro-arrangomcnts were being 
considered. 

THE CHAIRMAN: Yos. You seco when ono looks ait it, 
it is rather important wo should kecp tho issuo clear 
beforc us as to just what the eontontions are of those 
provinecs, without Gxpyressing any opinion whxtever on 


the merits of tho contentions. Tho figures wcoro givon 
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as am ostinate of tho oxtra cost to tho individuals 
residing within the province and that camnot be the 
basis of compensation to the govermnmont. The only 
basis of compensation, if it should be considored at 6 ile: 
one would think, would be the diminution in tho tax- 
paying capacity of the people of the province by reason 
of tho additional burdon. «at least, that is the way it 
strikes me. I do not know what your view is, assuming 
that it is a subject matter for consideration. I do not 
express any opinion on whother it is or not. 

COMMISSIONER DAFOE: British Columbia also gave a 

quantitative cstinate of the disability of the province 
in terms of money. But of course all tho provincial 
govermicnts, and I think ovory brief we have had to date, 
including Ontario, every provincial brief has been 
in agrecment, they conccde that the tariff is a federal 
matter. Some of thom say that in cortain localities 
theverioow of these policios may conccivably be beneficial, 
but they do claim that, in the general reallocation of 
revenues, the fact that thoy have becn damaged by this 
federal policy should be a factor to which consideration 
should be given. But thero is no account rendered in 
any bookkecping sonsc. 

PROF. TAYLOR: I egree all that came out in the 
examination at Winnipeg, as I read the cxamination. The 
form in which some of the figures are ropreduced from 
time to time gave the improssion that multiplications 
and additions and totalling up of existing --- 

MR.LANG: But, Mr.Chaiman, thore was % quantum 
stated. That is our point. 

THE CHAIRMAN: There was a quantum stated of the 


burden which thoy said the tariff imposed upon the 
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citiaons of tho provinec. Thoy gave figures. 

MR.LANG: Yos; as for instaneo, I may put forward 
a goneral claim and in putting forward that general 

elain I say I wish to be componsatcd in money, and in 
order to establish a quantum of compensation I introduec 
figures into ny casc. Now that is, in offect, in ny 
opinion, what has beon done. 

THE CHiIRMAN: I may say, Mr.Lang, wo did not understand 
it that way. We understood it was a gcneral statement of 
the burden which they claimed their citi zens had to 
bear by reason of the tariff and they went into figures. 
I think you will ses - you were there I think - from the 
examination, the questions asked, the Commission found it 
very difficult to accept any figures, but it must stop 
to look at it and analyze it, and that is why I bring it 
down to concrete form so one can look at the proposition. 
If a federal tariff policy has to be taken into considera- 
tion at all, and again 1 repeat I express no opinion 
upon it because it is my duty to keep an open mind until 
we have heard everything, so far as I can see at present 
the only way it could be taken into account would be 
that it diminished the tax paying capacity of the citizens 
of the provinee by some sum, or it possibly reduced 
the revenues or the taxation of the province. At 
present I do not know how you could estimate that, but 
that is the way I understood their proposition. I did 
not know whether Professor Taylor could throw any light 
on how to arrive at it. I have confidence in Professor 
Taylor's ability as an economist. 

MR.LANG: I do not wish to labour this at all but I 
wish to get my own position clear. In referring to the 
Manitoba submission I think I am right in this, that at 


the end they say "We wish the federal government to do 
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certain precise things involving money, very specifically; 
in fact, I think the figures are definitely set out in 
some respects. Now, that is what I had in mind whem I 
suggested there is a compensatory claim put forward and 
"in order to justify this we go into another Quantum and 
we add that up. In other words, we are making a claim 
and this is the ground on which we make it". That is 

the point I want to bring out. 

THE CHAIRMAN: I see the point of view you present. 

PROF. TAYLOR: On the general point, Mr.Chairman, 
as to the extent to which disabilities or alleged dis- 
abilities should be taken into consideration, I am speaking 
personally now, I do not see and find very difficult to 
get around the position, the general conclusion on that 
particular point, that the australian Grants Commission 
has come to, because a tariff policy quite conceivably 
could create substantial disabilities in a prosperous 
area. 

THE CHAIRMAN: Quite. 

PROF, TAYLOR: For example, I think probably on the 
basis of some calevlations we might show that the tariff 
had cost the mining industry of Ontario a great deal. 
Yet, we are not suggesting that should be compensated, 
That has been a recently prosperous industry. And that 
was the view of that Australian Grants Commission. I 
speak from memory now, they took the view that probably 
on a computation basis that the cost of the tariff in 
Quecnsland, I think for example, might have been quite 
heavy, but Queensland was relatively a prosperous state. 
And it is on grounds of that sort that the Australian 
Grants Commission, and I think rightly in that cass, 


rejected the idea of using disability as either a 
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moasure of the dogroc of componsation or, for that 
matter, an indication that some camponsation was 
necessary, Or some additional grant or financial re- 
arrangement was nocessary. 

COMMISSIONER ANGUS: Did not tho Grants Comuissi on, 
I am speaking from memory too, say something like this: 
That for a national policy, like the tariff, votcd by 
Parliament, it is for Parliament to consider how far 
it is appropriate that there should be countervailing 
policies or something of that kind, but for the purpose 
of the Grants Commission itsolf tho ~#ituation arose 
as you stated it, that they could not consider that any 
prosperous region was entitled to anything from them. 

I mcan they wero not dcaling with the propriety of the 
national Parliamcnt offsctting tariff sacrifices by 
some compensation. 

PROF. TAYLOR: I think if I understand you correctly 
that is the position wo have taken in this page and the 
following page, that on the first qucstion it is a 
mattcr for the federal parliamcnt to decide, and the 
second point is that if you are going to consider federal 
policy you must consider federal policy as a wholo, 
you cannot pick out the tariff policy or some other 
one policy. We suggest it is not a logical basis on 
which to approach the subject of Dominion-Provincial or 
state-commonwcalth relations, but if you are going to 
start on that itcm you must take in the fodcral policy 
in total, the total federal policy, and not pick out 
one or two particular policics. 

I would presont, thon, sir, just some obscrvations, 
in the first place, on two ar threo of the goneral 


questions raisod. The first I have already montioned in 
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answcor to your question, to what cxtont should disability 
or alleged disability arising out of any fodoral policy 
be taken into considcration. I suggost that disability 
por sc is not a good ground for claim, for beaepangeliel? 
ar better terms or something of that sort. 

Then, the second point that is raised is that 
one I have just mentioned, that the tariff policy cannot 
be isolated from other: policy. .. This is at the top 
of page 79. 

"Tariff policy cannot be isolated from other 
policy. Government policy in any particular 
regard is inseparably bound up in policy as a 
whole.Tariff policy, at the very least, must 

be considered as a part, and not always the most 
important part, of what may be called Trade 
policy.” 

Trade policy consists, I suggest, of a great decal 
more than the rates of import taxes or even of import 
taxes plus administrative regulation. Thero is tho 
other side of trade treaties and agrecments, the general 


trade policy of tho Government as a whole. 


( Page 7758 follows ) 
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THE CHATRMAN: In the brief submitted by Professor 
Carrothers, in British Columbia, he dealt with the tariff 
disability quite independent of the effect of the trade 
treaties. “our view, as expressed, here, is that you 
cannot do that, you must put the two together. 

PROF. TAYLOR: Tariffs are undoubtedly connected—— 
in a very real sense the Canadian tariff cannot be made 
entirely in Ottawa. Ina very real sense, the Canadian 
tariff must be made or influenced by events which happen 
in London, Washington, Berlin, and other parts of the 
world. You cannot discuss or at least, I do not see 
how you can discuss the Canadian Tariff policy merely 
by concentrating attention on prevailing rates of duty 


or even by adding to that the administrative protection 


of which there has been a great deal of complaint, during 


the present decade. 

THE CHAIRMAN: There is no doubt that it makes a 
vast difference in the result. If you approach it by 
taking the whole view as compared with a partial view, 
there is a vast difference. Your contention is you must 
take, not only the whole view of the trade policy, but 
the whole, sum total of federal policies? 

PROs. 2UYLCR: “lL think sc, sir. I think’ thaw is 
developed on the next page or two of the brief. I suggest 
alsa, that trade policy is closely related to railway, 
shipping and monetary policy. In the second paragraph, 

I suggest; 
"Even trade policy as a whole cannot be prop 
erly appraised by itself; it can be evaluated 
with only reference to other policies. Railway 
end ocean rates and services and government policy 
in relation to them, may often be more important 


factors in trade than customs duties. Mone tary 


policy may be designed to give effect to Trade 
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"policy, or Trade policy can be altcred to secure 
a Monetary objective." 
WG pass on now, to the history of the tariff policy. 

The Trade policy of tho carly ycars of this decade, as 
I recall it, the sccond tariff of Scptembcr 1930 and late 
1931, wore advocatcd very largely on the counts of pro- 
tecting employment. I recall that I happened to be in 
the gallery of the House during Mr. Bennett's budget 
speech of 1932; I think that speech marks a changeover. 
At that time, Mr, Bennett very largely defended the tariff 
polity as being, in effect; a sort of monetary policy. 
His whole argument was that we had raised our tariff, we 


had imposed administrative protection in order to defend 


Canadian exports. in the middle of the paragraph it is 
stated: 

No policy can ever have an equal effect over 
the whole country. Every policy confers uneven 
benefits and imposes uneven costs. The Australian 
Grants Commission, after prolonged study--" 

As I understand it, in 1937 the fourth report sets out 
that the tariff policy probably did impose uneven burdens. 
The commission singled out western Australia as probably 
being especially badly hi*® . but it was asseuted very 
vigorously that the tariff was only one aspect of the 
federal policy and that federak policy must be considered 
as a whole, I have not the report here, but 1 understand 
the Commission just about rejected the validity of the 
whole basis of making claims on governmental or federal 
policy. 

COMMISSIONER ANGUS: In the fourth report, as I rem- 
ember it, Professor Giddling was no longer a member of 
the Commission, Did not the report say something which 
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and even if we took the figures most favourable to 
western Australia, then set off the tariff policy against 
the monctary policy and so on, we could not come to the 
conclusion that there was ery great change. Thercfore, 
for that reason, it is unnecessary to go into Lie” Dae 
not the report cnd on that slightly unconclusive note? 
PROF. TAYLOR: Yes, and quoting from the third 
report, paragraph 231: 
"There were no available measures of this dis- 
ability, and it appeared unlikely that the burden 
on this account was appreciably greater than the 
net benefit derived from the distribution of 
Commonwealth revenue and expenditure. We there- 
fore did not take the tariff into account in 
assessing the effort 40 be expected from a claim— 
ant State. (Third Report, 1936, page 95, paragraph 
esi.) * 
COMMISSIONER ANGUS: My memory is that the composi~ 
tion of the Commission was changed a good deal before 
the fourth report. After that change, they said, "We 
will go over everything anew, not being bound by our 
previous findings." It was in that report, I think, that 
they went into western Australia's losses by the tariff 
and supposed benefits by the monetary policy. 
PROF. TAYLOR: I have here, a quotation, I am sorry 
I was not able to get a copy of the report itself. 
This quotation is from the fourth report, LST. 
pages 48,49, paragraph 94: 
"We have shown that there is no net burden 
to the claimant States in/wotking of the tariff, 
and it is not necessary to discuss the basis of 


disabilities any further. The States themselves 


presented no further evidence to rebut the con 
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"elusions stated in the Thira Report. (Fourth 
Report, 1937, pages 48-49, paragraph 94,)" 

IT might say, Mr. Chairman, in referring to the 
Australian Grants Commission that I happen to be an 
economist, not a lawyer, and I am citing it not as an 
authority in the legal sense, but more as an illustration 
of what other people did with the same problem in a 
different setting. 

I continue now, with the last paragraph on page 79: 

“Assuming for the moment, however, that 
trade policy can usafully be discussed in iso- 
lation, what can be said of the effects of 60 
years of protection? Economists and historians 
do not speak with a single voice, but there is 
fairly general agreement that it accelerated 


economic diversification and stimulated the growth 


of certain types of secondary industries, But 
it is frequently asserted that the tariff has 
concentrated industrial development in Ontario 
and Quebec." 
I notice that the Commission raised the question, 
in examination, several times. 
THE CHAIRMAN: There is no doubt that has been the 
contention in a number of briefs, Professor Taylor. 
PROF. TAYLOR: I think it is entirely an unwarranted 


assumption, that given a different trade policy there 
might have been different kinds of industrial growth, 


there might have been larger or a smallex quantity of 
industrial development. My personal opinion is that 


industrial development would not have been, in quantity, 


very much less, but it might have been of a different 
variety. I do not think any good purpose is served in 


discussing what might have happened under completo free 
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trade, but any @ifferent policy, irrespective of that 
different policy, I doubt very much whether there would 
have been any less industry. Industrial development 
would have taken place and would have concentrated in 

the lower lakss and St. Lawrence area under any trade 
policy. Industry would have settled where the population 
was thickest and where the cheapest transportation facil- 
ities were established, that is in the southern lakes 
area. After a geographical and topographical study 

of Canada, that is the obvious area for industrial develop- 
ment. iI think it is pryubable that the tariff policy has 
actually dispersed industry, to some extent. It is 
possible that had the tariff policy been made the sort 
which did not encourage the movement of trade from the 


Lower Lakes-St. Lawrence area to the western provinces, 
the western provinces would have been supplied from the 
Chicago, Milwaukee, and Minneapolis area. Such indus- 
trial development as has occured in the priaires might, 
very probably, not have been as great; there is no 


method for proving that. 
COMMISSIONER ANGUS: You mean that local industry 


got vrotection from freight rates which it would not have 
secured if there had been other sources of supply? 
PROF. TAYLOR: What I mean is this; it has paid 


Canadian concerns having plants in the Lower Lake- 


St. Lawrence area, in a number of instances, to establish 


j Ni j i estern 
branches, in Winnipeg, Regina, or some other w 


point. Had there been very much lower tariffs, these 


plants would not have been established, as the western 


provinces would have been supplied from Chicago. 


COMMISSIONER MacKAY: You mean that the shorter 


distance then makes 4 difference? 


PROF. TAYLOR: Yos, I think that the natural line of 
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transportation would be through tho middlo-wcstcorn aroac 
There is a very large industrial developicnt in Wis- 
consin, for cxamplc. I think you would havc had rathor 
iess industry on the prairics. I am not pus: ing this , 
sir, as an unqualificd statcment, but I think thc balance 
of probability is ccortainly along that line, that the 
tariff policy has tended to disburse rethcr than oxaggerate 
the conccntration of industry. 


Returning to thc bricf, at pago 80, the sccond paragraph, 


‘Trade and tariff policics undoubtedly impose 
costs and confcr boncfits. Various briefs presented 


to the Commission have emphasized the burdens of 
the tariff in various regions and have assumed 
that largc benefits accruc to central Caneda and 
expecially to Ontario. The impressions thus 
presented must be corrected by some consideration 
of the bencfits accruing to those other areas 

and the burdens imposed on Ontario." 

I am not trying to set up a balance, at the moment, 
but I suggest there ere items, on the other side of the 
ledgor. 

"TIndustrialism is not all benefit; it also 
imposes heavy social costs. Industrialism and 
urbanization impose heavy costs in sanitation, 


locel and inter-urban transport services, police 


and fire protection, end so on. Sir Patrick Geddes 
once said that more than half the cost of local 
government in England was to make lifc under 
urben industrialism tolcrable." 
Primary producers do probably have their costs 
er. uced by a certain type of tariff policy. I suggest 
that so-called cxposed Canadian industries do suffer from 


being caught between the rigid, int*lexible price structures, 
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You have one set of prices which are much more flexible 
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than others. The tariff does, to some extent, increase 


the rigidity and lack of flexibility in certain types of 
prices. However, you get this same type of flexibility 


and rigidity in countries which have very different types 
of tariff policy. This is just a general phenomena of 


manufactured goods which have more rigid prices. Their 
prices fall leas in periods of depression than the prices 


for primary products. The western provinces, for example, 
suffer in the form of a heavy reduction in the consumption 
standard of life, but the central provinces suffer from 


extremely heavy petite eee and very drastic reductions 
in factory payrolls. believe I can give you the actual 


wage rates, I have some figures here, I do not know whether 


it is necessary to put them im, but I have some figures 


on the actual payrolls of Ontario industries. 


THE CHAIRMAN: It might be interesting if you could 


give us the figures concerning the reduction in payrolls 
during the depression period. 
PROF. TAYLOR: These are the figures compiled from 


the reports of the Ontario Workmen's Compensation Board. 


I think these figures are likely to have a high degree 


of accuracy because the rates charged by the Board are 
based upon the payrolls. Taking the peak year of 1929 
therc was $559,000,000, in industrial payrolls coming 
under the Workmen's Compensation Board in Ontario. This 
fell to a low point in 1933 of $289,000,000- 

THE CHAIRMAN: It was practically cut in half, was 
it? 

PROF. TAYLOR: It fell by 49 per cent, practically 
by 50 per cent, This has come back in 1936 to $410,000,000. 
This includes, indirectly, the cost of unemployment. 
The weekly wage rates or the weekly wage of those who 
worked was at a high point of $23.85 in 1929 and fell to 
a low point of $15.86 . It fell about 31 per cent. Now, 
the average weekly wage for those who were working--I might 


add one furthcr qualification and say that this docs not 
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moan, nocessarily, a declinc of 31 per cent in hourly 


rates or daily rates. In 1929 there might have been a 
substantial amount of overtime, and in 1933, there might 


have been a substantial amount of parttime. The pay 
envelope in 1929 was roughly, $24.00, and in 1933, it 
was just $15.86. 

COMMISSIONER AaNGUM: Have you any comparable figures 
on the variation in farm income? 

PROF. TAYLOR: Oh yes, I think I have. I believe 


it shows approximately the same, a cut of about 50 per 
cent. This is the agricultural revenue of Ontario, for 
Ontario, the total gross agricultural rovenue, which I 


think means production, the production which enters the 
market, was $517,000,000 in the peak yeer of 1928. It 


was $240.000,000 in the low ycar of 1932. This is con- 
siderably less than half. It has come back to $354,000,000, 
according to the latest figure which we had.for 1936. 


The gross production per farm, if these figures are of 


any interest, was approximatcly $2,700 in 1928, and in 
1932 it was $1,289. Again, the average per farm is 
rather more than cut in half. 

COMMISSIONER ANGUS: I suppose, roughly speaking, 
any agricultura] loss was lessened by being spread over 
the whole grou? 

PROF. TAYLOR: That is the difference between agri- 
cultural and industrial communities. The loss in an 
agricultural community is spread, more or less, evenly 
over all of the producers. In an industrial communi ty, 
some workers lose everything and others merely suffer a 
comparatively minor diminution of income. Even, Mr. Chaire 
man, if we were to control many items in the tariff, there 
are heavy costs to Ontario. Even if you consider 
Ontario as a producer and not as a consumer, the duties 
on coal, lumber, and suger, by way of example, are very 


largely included in the cost of coal and these other 
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products. These dutics aro wholly, I think, for the 


benefit of othcr regions. 
COMMISSIONER DAFOE: Docs Ontario import any lumber? 


PROF. TAYLOR: Yes, we import a fair amount of 
B.C. lumber, 
COMMISSIONER DAFOE: You do not pay duties on that, 
but you may pay an increased price bccause it is protecteds 
PROF: TAYLOR: Yes, + think we do. I am not an 


expert in the lumbcr field, but there are heavy duties 


paid. There is a tariff against lumber and Ontario gets 
lumbcr from other parts of Canada. 


COMMISSIONER DAFOE: Then on sugar, what areas in 


Canada are hebped by the protection of sugar? 
PROF. TAYLOR: I am not sure if I have the sugar 
industry returns here or not. The principle areas for 


production of sugar are, southwestern Ontario and 
Alberta. There are some in Quebec, Mr. Sirois, are there 
not? 
COMMISSIONER SIROIS: Yes, there are. 


PROF. TAYLOR: There is a large amount of sugar 
refining done in Malifax, Nova Scotia, and Montreal. 


I think there are two refineries here in Toronto, I am 
not sure. 
COMMISSIONER MacK&KY: Does Ontario import much 


sugar from the other provinces? 

PROF. TAYLOR: Ontario certainly imports from 
Montreal. I understand that twenty years ago, just after 
the war, Ontario imported heavily from the Halifax re- 
fineries. | 

COMMISSIONER DAFOE: I cannot think that Ontario 
suffers any disability to the advantage of sugar production 
in western Canada because I belies only 20 per cent of 
the western provinces' demand for sugar was supplied by 
them. Sugar comes into western Canada; it is brought 


in from other parts of Canada. I think on sugar it would 


be a standoff between benefits and disadvantages. 
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PROF. TAYLOR: We have not really made any claborate 
calculation as to the bencfits or costs of tariffs because, 
quite frankly, I do not think they mean very much. I 
think the ympression is that the provinces are starting 
to set up accounts or measure statistically the benefits 
and costs of these policies. That is the impression, 

I think, from the publicity which has attached to the 
Manitoba brief. 

COMMISSIONER DAFOE: You think you could build up 
@ countercase if you went at it seriously, do you? 

PnOr. TAYLOR: I am sure I could, sir. 


I find that the Meritime provinces have had a large 


measure of protection. According to Dr. Carrothers* 
figures--I notice he made a table on the amount of pro- 
tected industry in the different provinces. I1 see the 
Maritime provinces are well up in the van with the others. 
Ontario, Quebec, Prince Edward Island and Manitoba are 
all in about the same class, according to Dr. Carrothers, 


as to the percentage of industrial production which enjoys 
some protection. I know that is qualified by the fact 


that he makes no attempt to measure the degree of pro- 
tection. On page 314 of the British Columbia Brief he 
says: 

"Tt can here be seen that the goods produced 
in the various provinces available for sale under 
protected conditions varying from 79.41 per cant 
in Prince Edward Island to 50.96 per cent in 
Saskatchewan, the percentage of protected pro- 
duction in British Columbia being 54.3 per cent. bi 

Dr. Carrothers finds, with some surprise that Princs 


Edward Island was the most highly protected province 


in Canada, and its production was sold pratically alil 


under protected conditions. 
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COMMISSIONER ANGUS: Professor Taylor, in British 


Columbia I think a sharp distinction was drawn between 


the sort of protection which a province might have had 
if it had been an area by itself, the protection for 


local products sold within the province, and the pro- 
tection which affected its exports to other provinces. 

I wonder if Prince Edward Island might be in that position, 
is if a protection of local production? 


PROF. TAYLOR: I was going to say that while there 
are certain tables given here, I do not know how Doctor 


Carrothers built up this table. These figures, themselves, 
are not very conclusive. This points out that protection 


is extended generally, to most parts of Canada. I think 
the Maritime provinces and the industrial development 

of Nova Scotia, is, undoubtedly, in the very heavily 
protected class, I suggest in the brief that: 


"The tariff preferences given to Maritime 


ports have benefited them and imposed substantial 


sosts on the rest of Canada." 
This is a matter of very considerable substance if 
we start to work out cash benefits. 
COMMISSIONER DAFOE: I am interested in that sentence, 
"The tariff preferences given to Maritime ponts have 
benefited them and imposed substantial costs on the 
rest of Canada." + would like to get your views as to 


how it happens that it imposes substantial costs. There 
ix a preference on goods coming through Maritime ports. 
If there were not this preference, we wovld have goods 
coming in via Maritime ports or via American ports. 

Is the advantage of the preference on goods brought into 
Maritime ports o@fsct or more than offset. by the 
freight rates to these other provinces? Otherwise the 
other provinces would share in the advantage of the 


preferende and there would be no disadvantage to anybody; 


I would like to know your views on that point. 
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PROF. TAYLOR: Well, I would assume that where 


British preference applied to goods entering Canada 
no matter how they entered, they would then come by 


the oheapest rate and I understand experience shows they 
come very largely through American ports. In order to 
encourage and develop, particularly Halifax and St. John; 
the government introduced a good many years ago, the 
qualification that the British preference would only 

be applicable if the goods were imported into Canada 
through a Canadian sea or river port. I suggest that 
this clause in the tariff has substantially increased 


; : . at 
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ports are closede 
COMMISSIONER DAFOE: And the advantage is absorbed 
in freight rates, is it? The freight rates from the 
Maritime ports to Upper Canada must offset the advantage 
of the preference or there is no added burden. 


PROF. TAYLOR: Yes, I see the point there. 


(Page 7774 follows) 
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THE CHAIRMAN: I suppose if the total cost in freight 
rates is greater, ocean and rail, --- I mean by the Maritime 
Ports, than it is by the rates on which goods were brought 
in prior to that date, to that extent it does impose a 
burden because in order to get a preference which they 
otherwise would have got they have to bring it by the more 
expensive rouse, 

PROF. TAYLOR: If the goods had come in through 
New York the cost might have been any given figure, under 
the new ruling, Some years ago if you brought them in by 
New York you had to pay the intermediate or general rate -«- 
I think it had to be the general rate because under most 
of our trade agreements the treaty rates were often applic- 
able only to goods arriving by the sea or river ports of 
Canada, And the fact that those rates were made available 


aa the goods came in through a sea or river port of Canada, 


Cu 


i enink this certainly conferred benefits: on the sea, and 
Fiver ports in the form of increasing their volume of 
traffic, handled through those ports, and I still think 
would very possibly impose costs on the consumers of those 
goods in other parts of Canada. 

THE CHAIRMAN: Of course, the provinces of Nova Scotia 
and New Brunswick would say it was part of the Confederation 
agreement, that those ports should be developed for through 
traffic, 

PROF, TAYLOR: Yes, but I suggest then that this again 
should be perhaps a small, but nevertheless an appreciable 
offsetting item, The next sentence perhaps should be in 
a later part of the brief: 

"The Dominion has taken over the whole cost of 
administering the fisheries. Maritime products 
have always received close consideration in 


Canadian trade treaties." 
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To the extent I find it very difficult to measure, 
ou if, Tor example, a lower rate of duty on Maritime fish 
is secured in a given foreign market in return for lower 
rates of duty on some manufactured product made in Ontario, 
I think you can speak in a general way of the cost of that 
being borne by the Ontario Industry andthe benefit going 
to the Maritime fisheries, 

COMMISSIONER MACKAY: How does the cost of administration 
of fisheries come in? 

PROF. TAYLOR: I said a moment ago thet thet should be 
on a later page. Well, in 1927 or 1928 the Dominion 
Government created a Department of Fisheries and book over 
the administration and development of fisheries, principally 
in the Maritime Provinces and in British Columbia. I think 
if you go into the Department of Fisheries expenditures 
you will find that practically all the activities of that 
Department are in developing a natural resource, shall we 
say, in the Maritimes and British Columbia, 

COMMISSIONER DAFOE: I think there has been a 
Department of Fisheries since Confederation, and the 
Dominion started out with the idea that they had sole 
control of the fisheries. That was accepted for some years, 
then by a long series of disputes, some of them found 
their way to the Privy Council, a sort of joint control of 
fisheries was set up, and now there is a very curious 
division of administration powers with respect to the 
fisheries, At least, that was the evidence of Dr. Found 
at Ottawa, 

PROF. TAYLOR: Was it in 1928 or 1929 that they 
ereated a Minister of Fisheries for the first time’ 

COMMISSIONER DAFOE: It used to be Marine and Fisheries; 
that was the old title. 

PROF. TAYLOR: Yes. Well, the next paragraph: 
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"Prairic producers have benefitted from heavy 
duties on butter, meat, eggs, sugar and grain," 

COMMISSIONER DAFOE: Do you think the duties on wheat, -- 
the Canadian duties on wheat helped the Canadian grain 
grower in the west? 

PROF. TAYLOR: Of course, we had very long discussions 
on that in 1932 at Ottawa; not so much the Canadian duty 
on wheat but the value of the preference to the western 
wheat grower, and as I recall it, two of the principal 
experts -- 

COMMISSIONER DAFOE: The benezit comes in from the 
external trade treaty and not from the preservation of the 
Canadian market, to the Canadian producer. 

PROF. TAYLOR: Yes. Well, I can émagine that were 
there no duty on wheat at all, -- I do not think, asa 
regular thing we would have a large import trade in wheat, 
but there might easily be substantial sporadic imports of 
wheat. I do not think the price of wheat in Canada is 
materially affected,by the duty on wheat, 

COMMISSIONER DAFOE: No, I do not think so. 

PROF. TAYLOR: The duty on butter, however, has resulted 
in a very substantial increase in price and in production. 

COMMISSIONER DAFOE: You do not suggest in that 
paragraph that the high duty which was placed upon butter 
from New Zealand and Australia to the disadvantage of the 
industries in Ontario, was imposed as 4 result of pressure 
from western Canada, or that the west were particulerly 
insistent upon that? That was predominantly due to Ontario 


pressure, 


PROF. TAYLOR: As I recall it, the western dairy pools 


were before the tariff board. 


COMMISSIONER DAFOE: They were in the drive all right, 


I do not deny that, but I would say if you were to appraise 


. 


+ *, abot bos THES , Bago POE | 5 , 
~ ,teodw. no colthh eft astit voy om <f 
ntets mathennd oft beafed dnodw ae 


rae 
Ee . 


> 


J 


bnoteawoslb yitol ytev hod ow ,oesnoe TO | 
yYiub nethone? eft doa of fon -owaetO de SEQL- 


nteteow eft of eonoretita oft Te oukey ale 


fagionizg ott to ow? , ob Ifsset T ep Bae y 


it mott of Bottoo’ Jl ened oat :2OUAC ARNGILAL 
6éds to nolverviteees 7 3: oxt Jon bat gaew 


- 
= 
“ee 
c 
5. 
bad 
& 
: 


Ben ,MHtat tom of ~- ,ffo te doomW go 
~lasniw ai-sieid wsogml SET ® wwe Bitow ow girédt % 
to etuecm otbetore Inivaoietod, od Ptase trig ta Le 
Bi exbscso | }eeuly ree cult aittait som of X a 
teodw so viwb odd yt, betostte yileriert 
028 wanicy to Go tL ~tH : domad ROMO TESINUOD — o 
badigest asd ,torewod ,jtotdod no yet ol? :#Ouva? , WOR 
~solvorbow-. ai na solr as woonodt Lobhestedre 


¥ 


tetiud noqy beosala , AoleW 
63 to .ogetnevheeld odd ot ship wes bie Bieleeg 


*o ¢fpae2r eo en Seeoqet etw ,obtedad af ects 


q 


IT Vea CIC 
Ulatsiuelesed wtew Jeow edt 2 


ofvarc0 ot ooh. yitaemiambeiy 5: z 


on 


aloog ytleb atocvaew etd .7i ileget 7’ 

7 -oumod kad ode eretned | 
 uetigizc (fe syivh odd ab wtow qodT SO1AG a 
 pelenqge ot enw voy tl yse flmow . ‘at | 


7 
* : - — 
= ae 


a 


CECE 


the force of the pressure, the effective pressure came 
from this province, 

PROF. TAYLBR: You, sir, are in a much better position 
to appraise the pressures than I will be, but as I recall 
it, there were undoubtedly representations from eastern 
townships and from western Ontario, and certainly from the 
western dairy pools as well. Whether it is possible to 
estimate the influence of those three on the action of 
those responsible, I do not think it can be done. But the 
result certainly has been to substantially increase the 
production in the prairies much more relatively than in 
any other part of Canada. The prairie production, for 
example, in 1950 was 47,000,900 pounds of creamery butter; 
in 1935 it was 68,000,000 pounds. Now, there were increases 
in Quebee and Ontario as well, but relatively not as great, 
The western production is over 40 per cent increased, the 
Ontario about 30 per cent, and the Quebec production about 
20 per cent increased, 

COMMISSIONER DAFOE: The experience in the west has 
always been that when there is a good price for wheat, 
butter production falls, and when the price of wheat drops 
and the markets are closed, then they go into the production 
of butter. It rises and falls. The statistics show that, 

PROF, TAYLOR: The statistics are given very fully 
in this book that came out a few months ago. 

" British Columbia has benefitted from the tariff 
preferences to Canadian ports, from the assumption 

of costs of fisheries by the Dominion, from inclusion 
of its principal products in practically every trade 
treaty signed by Cenada, and by the direct protection 
of most of its products." 

COMMISSIONER ANGUS: Is there much importation through 


British Columbia ports for re-exportation to the rest of 


y -_) . 
> : a : - 
: Png an 
9). ttehds 
: : as ae | sd sis | . 
iaee i -_) 7 a 7 


a pais ee 
ae ibs si st aaa: 
pemttecs Rays ao F (tte ae is. ae 
~ fhsowt 1 a ud pe tthe 5 god 92 weeott 
; ir niodses non uot dodnesontus, th 
+ oth mont wlan tra pitecimet ain 
od it wang al $2 noyttortW pape 
to aoitor eutt RO eatis ouonts to sonovl ut vm 
aud 408 .etob eo neo #6 Sane ton ob, Z aldien 
wits aenarrond ehintonnsiene ot nvad nai sia 


ail 


’ 


ot mets views ec ros doune avtstong adit att 

tot tiobiossbs va okrtnag oft _spbpeno te sao a9 

ped dud tema sto to ebasiog O10 009 all onet ad. ol 
Avanortont etaw otedt (0 a ohare 900 000,83 Baw ob seer a 
ednirty, Be gon foviinten turd toy Bi) obrage0 yar vedeng at 
eas vbe | 294k ro ‘103 Of save - HostouboTE ta ialall 


= 


ected douboae coteup sit hee remy tog 08 tuode owe as ba 
sbonnoreat tues x00 08 

ane faow sft of spat MonxY ott :TOTAd SMO TREMOR ip 
tietiw to sunny, boos 2 at oot sori tee need, exo. 

eaoth dewie to sotag ele non fas thet nottouborg: rootud 
Galtovhorq. udt oout os pas hast seeeo ote BsSATSm ods he 
saxty wode soigets ste alt alia bas aveit $ tests Wm 
vidert yrov nev ts exe aot teltede oft sAOIYAT . TORT. Ait 
8 exdrom Wak © AG ante sacs wood add 


Ttivte? ont act? pose Sxpeiat siagt ndGaur09 He t9 7 * 


acivqgeweee otf mort arneg nathan) of svonetstong 
mebev{fort aov iotaterod ad? wd eet teste’ te Bieoo to 
ofets viave ¢Lfapt souug ol stoubet¢ faqlonieg eft to. 
mobeovtory Sookts odd aed ban Aba 9), yd Benge, edit 
: : ".gtoubomg Bh to decut 20, F 
 sysonse sorsieiegen stoue erond aT Foca 
fo me! eal of notdatsagrennt ob eros etiog aldauiod a 


| 
: , 


tse eer ee 
a on ”- a ph al re 


7778 


Canada? 

PROF. TAYLOR: Frankly, I must confess I have not had 
time to digest Dr. Carruthers' very voluminous evidence, and 
I think much of the detail in Dr. Carruthers! argument is 
not in the brief at all, it is in certain documents. I have 
seen a copy which is about 4 inches thick, his economic 
record of British Columbia. I would have supposed they 
would have been greater then Dr. Carruthers? figures seem 
to indicate, 

On the next page; 

" A customs tariff affects prices and costs. Some 
producers benefit more and some less; some have to 
bear higher costs than others, Many producers 
benefit in one respect and lose in another.* 

That is certainly true of large sections of Ontariots 
secondary manufacturing industries, In some cases the tariff 
on the finished article is less than tle tariff on the items 
going into the manufacture of that article. 

" The way in which, and the extent to which these 
costs and benefits are distributed is a problem 
to which no satisfactory answer has yet been found,” 

I am happy to be on the side of Dr, Carruthers this 
time, I read his evidence the other evening and he agrees 
the problem is practically insoluble,--vhe measurement of 
the extent to which costs and benefits are conferred, or the 
particular effect of a tariff on a price. I was for two 
years a student of Brofessor Viner, and Professor Viner was 
an expert on the U.S. Tariff Commission for a good many 
years, I recall him saying on one occasion that the whole 
corps of experts, following nine months investigation were 
unable to decide to within one dollar the added cost to a 


suit of clothes resulting from the American Woollen Tariff, 
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I give here three estimates given, I Submit, by men 
who are competent in their field, men who know what they are 
trying to do; Prof. Rogers, Prof. McGregor, of Toronto, and 
the Manitoba Economists. Prof. Rogers in the 1934 brief of 
Nova Scotia, estimated the cost to the Prairies at $86,000,000, 
Prof, McGregor, in the Canadian Journal of Economics, 1935, 
using the same basic method of approach as Prof. Rogers, 
arrived at a figure of $33,000,000. I should say he did not 
arrive at that figure, but it is the obvious deduction from 
the figures he gives, You won't find the figure $33,000,000 
in Mr. MeGregor's article, but I submit it is the obvious 
math«maticel deduction from his figures, I mean an average 
competent man coming at.it generally speaking, in the same 
way, arrives at a figure of $33,000,000. Then the figure in 
the Manitoba briefj-using an entirely different method, the 
Manitoba brief arrives at a figure of $58,000,000. I merely 
put those three figures side by side to show that the problem, 
I suggest, is still insoluble, as to how to measure the costs 
Com terifft, 

The western argument might also take the form, in part, 
that the Cenadian wheat-grower is at a relative disadvantage 
in the world wheat markets because of the Canadian tariff, 
and I observe in passing that the principle competitots, 
Australia, Argentine, and Russia, have tariffs or other pro- 
tective devices that are substantially higher than the 
Canadian. 

I will turn, now, if I may, to some comments on the 
details of the Manitoba argument. The details of the way 
in which the figures have been compiled are very inadequately 
exposed, for the purpose of anything like detailed eriticisn, 
and the mass of detail is so great that only random checks 


have been possible. The details are not sufficiently accurate 


in the printed representations that we could possibly check 


up to find out whether the prices were accurately quoted or 
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whether they were representative prices, Manitoba, as I 
understand it, builds up an amount of $58,000,000 as the 

cost of the tariff to the western provinces, by comparing 
retail prices at a point in Minnesota and a point in Manitoba, 
This figure is reached by taking a representative farm 
budget, estimating the higher annual cost in Manitoba, which 
they take as $100, - I think $110. is the actual figure, - 
multiplying this figure by the number of farms on the Prairies, 
290000 which produces a total of $29,000,000, and then that 
total is doubled, I think I am fair in saying on the unex- 
plained assumption that the per caput burden on the urban 
population is equally great. 

The three or four particular criticim s I have to make 
are these: The estimates consider only those items in which 
the Canadian price is higher, No credit is given or no re- 
duction is given for the very large number of items on the 
list that are cheaper in Canada I made a rather rough esti- 
mate and I make it about one-third of the items listed there 
were actually cheaper in Canada. 

COMMISSIONER ANGUS: Is not the reason for that, - I am 
just guessing at it - that they were attempting to meesure not 
the difference in burden between the American and Canadian 
tariff, but the burden of the Canadian tariff, and they assumed 
if the commodity were as cheap or cheaper in Canada then there 
was no burden that they could measure, Unless the cheapness 
was caused by the tariff.is there anything to take into account 
there? 

COMMISSIONER DAFOE: They were trying to estimate the 
burden of the tariff£ If the price was lower than in another 
country. then they rerardeda that as a fundamental situation 
which aid not need to be commented upon, it was the load above 
this level which was imposed by the teriff. I do not 
associate myself at all with Dr. Grent's presentation, he will 


have to defend it as well as he can, but that was obviously 
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his idea, 

PROF. TAYLOR: I do not want to quote the Australian 
Report all the time, but in the 1936 Report, Appendix 5, 
page 186, they say that both the Department and the Board 
therefore take the view that a deduction from excess cost 
should be made wherever the cost of the Australian product 


is less than the duty free imports. 


(Page 7784 follows) 
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COMMISSIONER ANGUS: Does it not result in a method 
of measurement? The Manitoba study was really this: 
Suppose that the tariff were washed out at the frontier 
and we could buy in the United States, how much cheaper? 
Now, we would not buy the things that are cheaper with us 
anyway. Insofar as there is a burden there it is a burden 
that is imposed on the people of Minnesota by their tariff. 

ROF. TAYLOR: If the tariff were washed out you 
would not have any difference in price at all, for the 
Canadian price. 

COMMISSIONER ANGUS: Suppose the Canadian tariff were 
washed out? 

ENCE. aPAYLOR» Well, !i. find ita idttle difficule to 
make the assumption of the abolition of the Canadian 
tariff entirely and no change elsewhere. 

COMMISSIONER ANGUS: No, but the people in Minnesota, 
if they are paying more than the people in Manitoba, 
are suffering the same sort of a burden, but it was m 
part of the Manitoba case to cover that. 

PROF. TAYLOR: Unless, as you say, there are any 
grounds for believing the tariff price in Minnesota: was due 
directly or indirectly to the Canadian tariff. In the case 
of the oil probably that might be true. 

Now, on page 82, sir, in several important cases 
definitely unlike commodities have been compared. In 
that connection I want to draw your attention to four 
particular items in the brief, In part four, page 25, 
of the Manitoba brief they make certain comparisons in 
rubbcr tires, and I am informed, sir, that the comparisons 
there are between different types of tires, that the 
$11.75 quotation on a tire, American price, is the second 
quality. The Canadian itom of $16.80 is first quality, 


and the correct comparable price is not $16.80 but $14.45. 
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On the Amcorican itom thoir tire, $9.55, is a four 
ply tre; the Canadian price which has boon put against 
it is a 6 ply tire. Tho correctly comparablo price 
is $11.55, not $14.45. 

On tho third itom undor rubber tires, tho $6.70 
Amorican tire is four ply, tho $11.45 in tho Canadian 
list is a six ply tiro, and tho correctly comparable 
prico is $9.15. 

The oxeess cost of tires according to Manitoba's 
own mothod should not bo $9.80 but $4.00 ana that 
diffcronce multiplicd by 290,000 and then doubled is 
$3,364,000. 

I have,sir, that information in a lettor. The tires 
compared are Goodycar tires as spocificod in tho list 
and this is a letter from tho Goodycar Tire & Rubber 
Company, sctting out the facts. I suggcst I should file 
it as an oxhibit. 

THE CHAIRMAN: Exhibit 310. 


EXHIBIT NO. 310 - Lotter from Goodyear Tire & 
Rubber Company. 


PROF. TAYLOR: Tho second item, sir, B, on pago 82, 
I just put in for the purposo of the record, the Manitoba 
bricf itself makcs no estimate of loss of that kind on 
what it docs not rogard as standard oquipment, but they 
take the net prices. They give the price of an electric 
motor one third horsc=powcr altornating current, as 
$8.40 Unitcd Statcs and $21.50 in Manitoba. We are 
informed that tho two most widely used onc third horsc- 
powor altcrnating current motors favo tho following 
comparative pricos: Tho first is an Amorican motor 
at $16.00 and tho samo motor in Canada is $15.00, 
actually choapor. Tho @enoral Electric Company admit 
that that is not typical, or they agroe that that is not 


typical. Tho socond prico howover of $18.60 for another 
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typo of motor in tho United Statos, tho samo articlo is 
$26.00 in Canada, is a fairly roprosontativo itom. And I 
have horo, sir, a lottcr from the Canadian Gonoral 
Eloct=%:c Company confirming thoso pricos. 


EXHIBIT NO. 361 - Letter from Canadian Gonoral 
Eloctrice Company. 


TH@ CHAIRMAN: Docs your information covor what motor 
could have becn referred to as tho $21.50 Canadian given 
in tho Manitoba bricf? 

PROF. TAYLOR: It docs not give thc make in that caso. 
It just says oloctric motor, ono third horsepower A.C. 

The third itom is for washing machinos, which is on 
page 33. Thoro again thoro is no make specified. It 
just says washing machinos, Standard mako, gashline 
engine. And they take, in thoir first modol which they 
give, the American price as $84.50, tho Canadian price 
as $164.00. Tho comment of the manufacturer, sir, is 
that this statemont is silly on the facc of it. That is 
quoting from tho lctter which I will filo in a moment. 
thie duty paid prico, tho machino could be bought for 
$84.50 in Hallott, Minnosota, taken up to the particular 
town in Manitoba, duty, frcight, and sales tax paid 
for $120, and here thoy arc suegssting it would sell for 
164. in Manitoba. We find it difficult to understand 
that. I have had handed to me a large number of mail 
ordcr catalogues and shocts and nowspapcr adverSisements 
showing the prevailing prices for standam, modcrately 
inexpensive washing machines, and the priccs range 
from $99.50 up to $124.50. Howovor, rathor than try and 
compare any given typo of washing machino sold in Manitoba 
with some unknown or unspocificd type sold in Minnostoa, 

I preferred to take the estimate of the duty-paid cost of 
that machine in Manitoba, were it brought in from Minnesota, 


and if wo make that corroction.,, if we roduco tho $164. 
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to $120 it would involvo a doduction of ovor throo and a 
half million dollars from tho Manitoba briof. That is 
fron a lettcr, sir, from the Boatty Washing Machino 
Company in Fergus, giving the frcts I havo given you. 


BXHIBIT NO. 312 - Lettor from Boatty Washing 
Machino Company, Forgus, Ont. 


Tho fourthitom, sir, which we re-checked was the 
overshoes on page 37. Thoy arc recorded thore as $1.98 
in tho Statos and $3.29 in Manitoba. Tho correctly 
comparable prico wc aro informod by the B.F. Goodrich 
Rubbor Company, Kitchonor, - thoy are not quite puro 
which type of shoc thoy are refcrring to thord, thoy 
givo us two priccs hore, one is a four bucklo cashncrette 
oxcludor shoc at $2.80 in Canada, $2.35 in tho States. 
They also have another typo of ovorshoc at $2.10 in 
Canada and 1.85 in tho Statcs. Assuming the ono with 
the slightly highor difforential, the fifty cent differcntial, 
instead of the $1.31 differontial which appears in the 
Manitoba brief, it would indicate a further rcduction 
of nearly a million and a half dollars. This is a letter 
from the B.F. Gooderich Rubbor Corzpany of Kitchener, on 
the price of overshoos. 


EXHIBIT NO. 313 Letter from B.F. Gooderich 
Rubber Company, Kitchener, Ont. 


On the three items - there are four items there 
but only three aro taken into account to show that there 
was an error in tho compilation, on tho throoc items of 
tires, washing machines and ovorshoes, simple mistakes 
in pricing account for orrors of $8,328,000 or 15 por 
eont of tho computation of $58,000,000. 

Tho third point I want to bring up in connection 
with the Manitoba computation - I should oxplain, sir, 
we madc certain random samplos through the list there, 


we frankly adnitttwas on tho itcms that scomecd most 
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unlikoly. Thoroe .re itoms which we would have likod 
porhaps to have oxamined further but partly for reasons 
of timo and partly for reasons of insufficiently full 
description of what the commodity was, we have not dono 
SO. 

Tho third point I bring up is in eonnoction with 
the salos tax, that the Canadian prices inelude df course 
8% salos tax and in Hallett,Minncsota, thore is no sales 
tax, there is no fedoral sales tax, thore is no state 
sales tax in Minnesota, and thero is no municipal sales 
tax in that particular town in Minncsota. 

Now, the question there arisos as to what difference 
that would mako in the comparisons. Doubtless, I say, 
othcr forms of taxation in the United Statos are absorbod 
into the Minncsota priccs but I suggest that it is 
probable not noarly to tho same extent. And for this 
reason, among othors, sir, that tho United States has 
financed during the past few years to a much greator 
oxtont by particularly progressive taxation and by 
dcficit financing, and that this particular progrossive 
taxation is almost ccrtain not to be reflected in pricos, 
and the dcficit financing has probably had nothing liko 
the diroet affect on retail prices, for oxample, that 
a salos tax is likoly to have. 

I think possibly cortain mugh approximations might 
be arrived at but they would tako a good deal of time. 

I merely suggest that if the kinds of couputations 

that wore used in the Manitoba briof are to bo used as 

a basis for furthor analysis, that something of that sort, 
some study of that sort, would have to be undertaken. 

Z.suggest,of course, that a considerable portion 
of the farm budget is free of sales tax. Most of the 
food stuffs and I think 2 considerable part of the 


agricultural machinery is free of sales tax. I made, I 
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sonfess an extremely rough calculation, but I got the 
impression that perhaps as much as half of the farmers 
budget might be free of sales tax, and 8% on the other 
half would be about $40.00. 

Heavy claims, it is pointed out, have been made on 
items which are largely produced on the prairies. We have 
already discussed sugar this morming, but sugar is 
in here and I think harness, the largest manufacturing 
firm in the harness industry is in the West. Cement, 
the west I understand is entirely self-sufficient as far 
as cement is concerned. And petroleum products, they 
were 70%, as I recaliviit, self-sufficient last year, 
except on certain type of lubricating oils. I understand 
this year or next year they will Mave an export suzy lus. 

ue the Litth paragraph we wish to ca..l attention to 
the fact that the sample prices obtained are often highly 
unrepresentative. I left the statistics to go to | 
practical experience to know it is hard to get really 
adequate samples, that you could profit by. For example, 
the ¢act that 60% of the claim under building materials 
comes from paint and shingle stain is, 1 suggest, a 
little -- 

THE CHAIRMAN: You need a great deal of it. 

PROF. TAYLOR: Yes sir, to make up 60” of that 
load, that damages the validity of the estimate. Of the - 
excess costs of household equipment 70% comes from the 
incorrect figure for washing machines, and in the food 
budget half of the claim is for prunes, raisins and coffee., 
and most of the rest for sugar. I do not want to appear to be 
ton critical. The Canadian figures would indicate a 
consum tion, I think it was afamily of six, that was 
used, was it not, I think I saw in the evidence a family 


unit of six, with such a family unit the average 
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consumption in Ganada would be considcrably less than 
10 pounds of prunes, not 30, and rather runs about 19 
pounds of raisins instead of 25. 

THE CHAIRMAN: Of course they have not as much 
fresh fruit on the prairies, you know. 

PROF. TAYLOR: No sir, but I notice they did not 
even specify their consumption of apples either, which 
were cheaper there. 

It secms to me also when you are building up a 
computation of the cost of the tariff or the cost of a 
protective device, you should not inelude in that what 
are pretty obviously purely revenue dutiss. It sccms to 
me that thore are four conspicuous items on the list 
there, coffees, prunes, raisins and oranges, none of 
which are grown or produced in Qanada. A cortain amount 
of coffcse blending and roasting is done in Canada of course. 
As far as I know I do not think either prunes or raisins 
are produccd in Canada at all, or oranges. And there is 
something 1ike¥®6 ,400 ,000 of that $58,000 ,000 which I 
submit are revenue and not protective dutiss. 

I say we have not had time to check much of 
the detail of these claims but enough has beon said to 
show that the figure of $58,000,000 is without a 
sound statistical or logical basis. 

COMMISSIONER DAFOE: That estimate, of course, 
is for the prairics as a wholc. 

PROF. TAYLOR: Yes. 

COMMISSIONER DAFUE: I have not seen the division 
that would pertain to thc Manitoba claim, as far as the 
$58,000 ,Q00, but I find in Mr.Brackon's statcment, part 8, 
page 18, an estimate of the cost to Manitoba. 


PROF. TAYLOR: Yos, I recall that. 
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COMMISSIONER DAFOE: "Cost to Manitoba - In 
the case of Manitoba the tariff policy, as now 
in effect in Canada, has been found to impose 
a burden of 15 million dollars per year upam 
our people." 

Perhaps that might as well go into the record in 

connection with this discussion. 
PROF. TAYLOR: What page, sir? 
COMMISSIONER DAFOE: Page 18 of part 8, "Cost to 


Manitoba”. 


( Page 7794 follows ) 


PROF. TAYLOR: Yes, I see, as I understand vey 
Mezitoba is just presenting its share of the $58,000,000, 


The British Columbia brief in respect of the tariff 
is built largely on a concept of the barter terms of 


trade. I would like, sir, to alter the next sentence 
in the brief. I say, "No adequate explanation is given 
as to how these ratios are calculated." This was 


written some time ago, and since then I have had an 
opportunity of reading the B.C. brief with more care. 


There is @ great deal more detail in the appendices as 
to how these ratios are calculated. There was a good 


deal of detail there, though I still think not sufficient 
detail to judge what these ratios do mean. 
THE CHAIRMAN: Instead of the word “adequate" you 


would say “insufficient"$ 

PROF. TAYLOR: Yes, I would say, "Insufficient 
information", In the appendix, in the tables at the 
end, 1 found a good many tables and charts .hich had 
not come to my attention the first time I went through 
the brief quickly. This whole conception, though, of 
the barter terms of trade is not one which is a very 
precise tool. I have referred in the brief to two recent 
criticisms of the whole concept of the barter terms of 


trade. The first reference is ‘. McQueen's article 


on "The economic aspect of federalism"in the Canadian 
Journal of Economics, 1935. This has no reference to 
Dr. Carrothers, at all, Mr. McQueen is just taking up 
the general argument and shows how it is rather an un- 
precise tool, The reference to B. K. Sandwell's article 
is a criticism of Dr. Carrother's statements. JI find it 
a little difficult to understand what lr. Carrothers 
means when he says that the barter torms have always 
been against British Columbia. He only goes back to 


1926, but he says he has made certain general studies 


further back. 


a 
\P2 headgnobiy I ee 208 2 \not 
” 060',.000;, 888 oat t6 erste af) Bxttaowvig 
Stites eas 30 teeqne: et tatid eitanio® , 
‘ne eotped sedaad edy to oqenntoo © Be aL 


‘nei TiS ely sevie ou are «| edt salad 


t 
i roet as NOolqeoeicges sfencet n©6U4 NG rT 


bt. ~ , 
. F" f 9 TA A ‘ ‘ r] . ~ hast a6 Ww - 


5 hAnents : ae : ipeb Ceeta ® et 
igax onsdy wor c 


teri Tt? ,osedt Itsteb Io me! 


3 SURLIAHD gat aie: 
) ‘Ttwent” Yee hisow 
Orval? .fORa 

(Wag be eeroter | 
oy o otuet t Bae 
un od auto ton 
1° fie & pti “iteisg telad eav 
t o tol jort to emted cetrbd ast 
‘Crecen. Ow at | t oved = .loot eatsera 
my 2o emetoliize 


afoLsus |'nyeugeX , of tect? si? .ebatt 
‘otinomope efl" go 

2o Lis moot to Lemos 

| tf. stedtorrad ww 

toiteas ek ¢ “i Bwode ba ae ts fardnes oud 
Lot’ I ow oh 4 ' 99 tex ant foot “se toorg 
Sete 2) secitoc 1G to aotort ise a et 

of thool¥tre efte21 8 
“il amred tod + tadt avea ord nei: ‘sem 

Oo x 1805 Fido oc . ¥ 00 sighs eae Tack nee “neti 


“ete m@hadies shan gad oi ayes ed tual el 
. ~ he 


7795 


COMMISSIONER DAFOE: He tries to estimate the imports 
or what was imported into British Columbia and the ex- 
ports. In the brief of argument on page 28, there is 
a summary and British Columbia bought in Canada, 1935, 
Outside of British Columbia, commodities costing 
$66,000,000. British Columbia sold to other parts of 
Canada $25,400,000, $8730,000 being gold bullion. He 
is working out a balance of trade, 

PROF. TAYLOR: That is the balance of trade, but 
barter trade is the ratio between the price of the principal 


exports and the price of the principal imports. I do 
not see how this ratio can be continuously adverse. I 
quite understand that the barter terms of trade might 
get better or worse, but to say that the barter terms of 


trade have always been adverse is meaningless. He is 
trying to apply the balance of trade rules which are 
applied between countries between British Columbia and 
the different parts of Canada. I quite understand his 
arguments as to the balance of trade. I can see, how 
over a period of time it would move, obviously or inevitably 
up or down, but t cannot see how over a period of time 
it would always be adverse to you. I would point out to 
you the way in which the curve behaves. 1926 is not an 
entirely normal year for British Columbia. 

Now, the barter terms of trade will always move against 
the producers of primary products in periods of depression. 


Primary products have more flexible prices than manu- 


factured products. This is true in almost every country, 


countries like England as well as countries which have 

protection, It is possible to work out a comparison in 
a case like that and say what the difference is between 
Canadian exports and imports, but there is a difference 


in attempting to establish barter terms of trade between 


British Columbia and eastern Canada. I suggest if it is 
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@ question upon which much weight is put, the secretariat 
whould be invited to compute the barter terms of trade 
between our country and the rest of the world. It will 
be found that the curves are extremely similar. I do 

not put the figures in because I did not work them out 


very carefully. I did a good deal of work on the barter 


terms of trade a few years ago and submitted studies to 
Economic History. 

THE CHAIRMAN; What is Mr. Sandwell's point of view 
in the article to which reference was made? 

PROF. TAYLOR: Mr. Sandwell, apart from criticising 
barter terms of trade, attacks this whole suggestion of 
putting up even statistical boundaries amound provinces 
and making nice calculations on the imports and exports 
by areas. The general tone of his article is along that 
line. He thinks it is not conducive to national unity 
to think in these terms. I am not accepting these views, 
but in the course of his article, he does refer to the 
literature on barter terms of trade. Perhaps I should 
say that immediately following Dr. Sandwell's article 
there is a rejoinder by Dr. Carrothers. LT did not put 
it in, because both articles are together. 

THE CHAIRMAN: Where economists disagree, what is 
a poor Commission to do? | 

PROF. TAYLOR: All I am pointing out is that the 
whole concept of barter terms of trade is not a good method 
of analysis, I think it shows certain broad trends and 
I entirely agree with Dr. Carrothers, of course, that 
any area depending substantially on the production of 
primary products is going to have a worsening of its terms 
of trade in years of depression, On the other hand, these 
areas are likely to have the terms of trade moving very 
heavily in their favour on the upswing. Now, it happens 
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that Dr. Garrothers' period covers, primarily, the depression, 


: _. 
= rh an 
(@atratetz00 ale 2g at dayton Some 
bet? 36 aque? Sette sas weoquce 


Lifty 2 ifmee of¢ to @e0c' af2 ANG: 


on -aféimin Qlemetixne ote esvteo- 


' 
: . 6? atow ton-o:6 I oeumosd &: wae nt 
sah , a> weer <5 con 2 cd T.. Let 
QO begs Inc ix | caey ver’ © one 3 > 
ie, 
. toraae 
. i 
 cAMELTAED e 


iw ov plotiaa | ay 
rs re 


AO TYAD aoat. | . 
7 ao 


iat. to netted gets 


t 


¢@ Gevs gy po 
19 ooks sina ast 
2g eit “boxe YE 
inlgt ef .@L co 
seed? at abbas oF 
yetuod ert af aud 
| pcstecodlT 
tathenmt date xan 
~hyroiet DBD et ered? 
1 tied eeveood ,ar Fe 
tM@eatée) Tez 
sf Molselmmoo td0q 
ODAT ~2Ors 
Jqeonoe efodw 
iatir l ,eleyions I6] 
ij iw eotas lech tae 
redum pathunged oes 
tise AL avouboctg Yt 
: -jeh To axes) cf absas 
7, * . crit 6f t-azil ofa.s 
tiecs gl 


7797 


from 1926 on. While there are three years before the 
depression, those happen to be years when raw material 


prices were slipping all over the world. 


The Nova Scotia brief, as I understand it, relies 


heavily on Mr, Rogers'estimate of 1934, I merely refer 


you there to Professor McGregor in the Canadian Journal 
of Economics, 1935. 


We have already said that if disability apparently 
resulting from federal policy is to be made the basis of 
claims, then it is total federal policy and not one aspect 


of it which should be considered. We have made no attempt 
to list all those policies or assist in the details. We 


merely indicate some of them which, if we are going on 


on this basis, we think should be rather seriously studied. 
These are, railway policy, freight rates and railway 


deficits. In that connection, sir, the question was 


raised yesterday or the day before concerning the alloca~ 
tion of the C.N.R. deficit in those earlier calculations. 
There was a suggestion put forward that possibly another 
basis of allocation was on per mile of tract, I have 
had this worked out and, as I thought, it is a good deal 
more adverse to the prairies than the basis on which I 
put it. It would allocate a considerably larger share 
of the deficit to the prairies and a considerably less 
share to Ontario. 

THE CHAIRMAN: You might file it as an exhibit. 

PROF. TAYLOR: Would you prefer me to have it typed 
out? You could give it a number now. 

THE CHAIRMAN: Yes, if you would, plaase. It will 


be exhibit number 314. 


EXHIBIT NO, 314: Allocation of 
C.N.R. deficit 


according to per 
mile of track. 


PROF. TAYLOR: I quote at this point in the brief 
the opinion of one who might be called a representative 


westerner, Professor McQueen. He expressed this opinion 
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in a papor he read to the Canadian Political Science 
Association at its Kingston menting three years ago . 
Professor McQueen who is now at the University of Manitoba, 
says; 


"The west regards the railway deficits of 
Canada with almost complete equinimity. They 


are regarded as an offsct to the cost of the tar-— 
iff and the west will continue so to regard thomve, 
Sir Henry Thornton in evidence before the Duff 
Commission said'You can have low freight rates and 
more taxes to pay in the way of deficits, or you 
can have remunerative freight rates and less taxes; 


but it cannot be done both ways.'! With tariff 


policies such as they are, the west favours the 
first alternative." 
Apart from the railway deficit, the question of 

the heavy debts incurred for carals and other aids to 
navigation on the St. Lawrence-Groeat Lakes route--these 
are, 1 submit, largely developed for the proper purpose 
of cheapening the cost of transportation from the western 
plains to tidcwater. Then, in the third place, I suggest 

that the Commission give scrious considcration to the 
heavy transfers which havc been set out on gome of the 
carlicr pages of the report. I belicve we said that there 
was something like $75,000,000, or $80,000,000 @ year 
transferred through the operation of Dominion public 
finance from Onterio to the Maritimes and prairie provinces, 
It seems to me, if I might just make this statement in 
that connestion, sir, yestcrday morning Commissioncr 
Angus was quoting some furthor remarks from Professor 
Ag@arker. I just wantcd it to be in the record that the 
quotation he gavo from Professor Adarkar is contained, 
I think, rathcr fully in that paragraph on page twenty- 


two, where the following statcment is made: 
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"The province of Ontario docs not sugecst 
that in e feodcral country thore should bo no euch 
transfcrs. Onterio, on the contrery, bclicvcs 
that in a fcdcral statc, a considcrable amount 
of such transfers arc both inevitablo and just; 
and Ontario has never shirked its fair share of 
responsibility in carrying the burdens of Con- 
fodcration." 

We cntircly agrcc with tho passage which Mr. Angus 
quoted expressing Profcssor Adarkar's point of vicw along 
similar lincs,. 

Returning to thc bricf, page 84, I read: 

"We makc no attempt to set up a statement 

of profit and loss becausc we do not believe that 
is a logical or possible basis for federel finance, 
If, however, such a statement is to be used, we 
must insist that it be accuratc and complcte, and 
if such ‘accounts' are completed it is quite 
possible that the balance of advantage will be 
found to Jie outside of central Canada." 


COMMISSIONER DAFOE: On the point of the difficulty 
in allocating these charges, there would be a very 
special difficulty in trying to allocate the responsibility 


for the construction cost of our Transporation systen. 

You could develop one theory of it thet British Columbia 

is restonsible for the building of thc trans-continental 
reilway. British Columbia rather flared up at that 
suggestion in the heerings at Victoria, and quite properly. 
Then, there is the theory that the cost of the trans- 
continental railway could, in some way, be charged to the 
west. However, tho west would have beon doveloped without 
e railway to eastcrn Canada. It could have been developed 
by reilways from thc south just as British Columbia could 


have had ample transportation facilities without the 
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road through the Rockics. In thet casc, thore would 


have ban no Dominion of Canada, In all these questions 
of construction the expenditures have to be charged to 


¢apital account. The west has a considerable advantage 
in that connection because the west threw into the pot 


,S1,000,000 acres of land. However, I think it is quite 


impossible, as I think you suggest, and I think these 
expenditures which were entered upon for tthe purpose of 


creating a nation must be borne by all sections. 
PROF. TAYLOR: That is specifically my view, sir. 
We did not think you could get anywhere by breaking down 


the costs and allocating this to that group and that to 
another group. The basis of transfer within a federal 


state must be based on something other than that. You 


cannot find any formula nor is there any statistical way 


of measuring the advantage or disadvantages. 

COMMISSIONER DAFOE: You must get at one's ability 
to pay and consider the taxable capacity of the people, 

PROF. TAYLOR: In trying to estimate the taxable 
capacity there are certain things which ought to be taken 
into consideration, 

THE CHAIRMAN: It is so near to one o’clock that I 
think we had not better start on monetary policy. 

PROF. TAYLOR: Very well, Mr. Chairman, and I will 
try to be very bfief this afternoon. 

THE CHAIRMAN: No, we do not want you to hurry at 
all. These two questions have bulked very large in the 


briefs and we went all light and thorough discussion 


we can possibly get upon then. 


(Page 7804 follows) 
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AFTERNOON SESSION 

The Commission met at 2.30 p.m. 

MR. WALTERS: Mr. Chairman, and Members of the 
Commission, this morning I read an extract from the budget 
speech of the late Honourable JiA. Robb, and I have hada 
search made of Hansard, While I have not yet located some 
expressions of opinion which I think were uttered and which 
are contained in Hansard, I have found an answer to the 
quotation this morning, The answer is given by the Rti Hon, 
W.L.Mackenzie King, which, with your permission, I would like 
to read. 

THE CHAIRMAN: Thank you, 

MR. WALTERS: This is Debates, House of Commons, Session 
1928, Vol. 11, pages 1243-2672, Many books might be filled 
with some objections that have been raised. I notice that in 
1926 Mr. T.L. Church made a strong plea, urging just what 
has been urged here, and in the Dominion-Provincial Conference 
called by the Rt. Hon. R.B. Bennett, the same claim was put 
forward and signed by Mr. J.T. White, former Deputy Treasurer, 
and Solicitor of the Treasury. So that it is not new, and 
it does not represent the opinion of any particular political 
party. The Hon. Mr. Robb said: 

"ths. an added encouragement to 

business, as a measure of relief to tax-payers, and to 
those provinces where local income taxes areloryicd, , 
it is proposed that the Dominion shall continue grad- 
ually to lighten the load in the income tax field. 
Last year a reduction of 10% in all rates of incomes 
tax was announced. To-day we are able to go a step 
further to propose that the income tax payable by in- 
dividuals be reduced an additional 10%." 

Then on page 1280, speaking on the budget, the Rt. Hon. W.L. 


Mackenzie King made this statement: 


"May I give to the house quite frankly the reason 
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"that actuated the government in reducing the in- 
come tax to the extent that this has been done in the 
present year? As hon. members know, we had in the 
fall of the year a conference between the provinces 
and the Dominion where cuestions of concern to the 
provinces were discussed very freely with the several 
members of the government. One question discussed 
was that of taxation and more particularly the de- 
limitation of the fields of taxation, Representatives 
of the provinces pointed out that, while the Dominion 
was entitled under the constitution to raise taxes by 
indirect methods, such as the customs and excise, and 
also by direct methods, the provinces on the other 
hand were restricted to direct taxation, and being re- 
stricted to this field they were finding it more and 
more difficult to raise the revenues required for the 
increasing services which they were being called upon 
to perform. The point was stressed by the provinces 
that in recent years many obligations have devolved upon 
them which require a degree of expenditure which they 
did not believe was wholly contemplated at confederat- 
yom," 

And in answer to Mr. Woodsworth, the Rt. Hon. Mr. King said in 

part as follows: 
"As IT have said the government was to some extent im- 
pressed by the plea meade to it by the premiers of some 
of the provinces in regard to the tax on the income of 
individuals. I remember the Premier of Manitoba 
suggested that not only should w- give to Manitoba 
the tax which comes from the income of individuals but 
that we should collect it as well and hand over to the 
Province the collected amount." 

THE CHAIRMAN: Thank you. 
COMMISSIONER DAFOE: In 1928, Mr, Walters? 
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MR. WALTERS: Yes, 

THE CHAIRMAN: Mr. Taylor, 

PROF. TAYLOR: Mr, Chairman, I have here a copy of Ex- 
hibit 314, which I had typed out, 

Then page 84, Mr. Chairman, a short section on mone- 
tary policy. The Manitoba Government, in its brief, submitted 
a computation on behalf of the wheat-growers of the three 
Prairie Provinces for an amoutit of $2814000,000, covering a 
period of six years, or an average of $47,000,000 a year, on 
account of loss of income due to the failure of the Dominion 
Government to adopt a monetary policy which would have put 
the Canadian currency on a parity with the Australian pound, 
I think the Australian pound was used at times as a sort of 
illustration, and at times it was used as a suggestion of a 
proper level, 

COMMISSIONER DAFOE: In which sense do you use the 
Ware "Claim. Prot, Taylor? 

PROF. TAYLOR: Well, Sir, to avoid going over the ground 
covered this morning, in reading it now I used the word 
"computation". I have the word "claim" in the brief, I do 
not think it necessary to repeat the discussion we had this 
morning, 

"Tt should be noted in the first place, that this is 
a gross amount. No deduction whatever has been made 
for increased costs of imports, or for the rise in 
internal prices, or for the increased cost of servic- 
ing foreign loans." 
which would undoubtedly have occurrod had the Canadian dollar 
been put on the sixty cent basis up until 1953, then it would 
have been on a forty cent basis from that time on, if it were 
to obtain parity with the Australian pound. 

COMMISSIONER ANGUS: Your brief suggestS that the 

currency depreciation might have taken place c-ter somo of the 


tariff regulations, which actually did increase the cost of 
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imports at that time. 

PROF. TAYLOR: . In the next paragraph it is stated there 
is a certain inconsistency between arguing in one case by 
making computation of the cost of the tariff, and then mak- 
ing another computation on the failure to devalue, in the 
sense you can have one or the other, but I do not see how 
you can have both. 

COMMISSIONER ANGUS: x whether the cost of imports was 
not actually increased at that time by tariff measures, which 
might hot have been necessary with an assumed monetary 
POLICY. 

PROF. TAYLOR: Well, in the rough calculation which we 
have put on the next page, I have taken the actual price 
levels that did prevail in the two countries, which would 
allow for such rise as did occur in Canada from the tariff 
policies of 1950 to 1935. 

On page 85, Mr. Chairman, I have set out in tabular 
form the actual wholesale price level which did obtain in 
Australia and in Canada in the years 1931 to 1936. in the 
third column the percent difference is the percentage 
difference between the Canadian - Australian level, -% each 
case the Canadian level being that much lower, The fourth 
column is the Dominion Bureau of Statistics compilation of 
the recorded value of retail sales in the three Prairie 
Provinces, and had the price level gone up by the amount in- 
dicated inthe third column, there would have been the 
additional amounts indicated in the finai column. 

COMMISSIONER DAFOE: I suppose the argument would be 
made there that in the other countries there was a time lag 
before the domestic price overtook the devaluation, 

PROF. TAYLOR’ Yes, that would be in the first colum, 
the time lag is i there, that is the actual price level, 


THE CHAIRMAN: It shows an ascending price from 193535 


One 


arose dbo 4a0n ef 71 pe tH ST Aq ron sis a 


Yi seas e060 2 Qmingts geatroo yon siege 


ay, 20 Jug 2 


535 jai ole 


ciety gonve to7 


| 4o0, oa 
, r 
‘ ie 


ofS samuioo o5* F 
. ve 


oid noowied sawetet? | 
oval neltbans) oad 
> tninod oad ef Doe 
te eniav behtoecs 

ijt bel Boe ,eeonive 

bef dd af? al. betes 

oo" 208 tbat atawons lagagt 
Z0%Al AAMOTEZ DGD, »' 


i's s-= we > St? mi tads oredg - 


slaved ig ofan tivecanh od?» 
eee *Rorvar ', tet. 

reves cs .2/ ia , owed OL al gal 
P74 HGLetin’s & PIGS Th : KAMALARD aut 


7808 


PROF. TAYLOR: Yes, the price is practically unchanged 
in 1931, 1932, 1933, and goes up Slightly, In Canada the 
price level continued to fall rather heavily in 1931 and 
1952, and then rose in 1933, 

COMMISSIONER ANGUS: The prices include both the im- 
ported and the homemade articles? 

FROF. TAYLOR: Yes, this is the general price level, 

In the Manitoba case, - I am not sure I can put my finger on 
the actual quotation, it might have been in the course of 

the oral argument, - they do refer specifically to a price 
level similar to the Australian price level, May I make this 
further qualification, that there is the relationship be- 
tween the wholesale price level and the retail price level, 
it is not always constant, I found it impossible to get 

a comparative retail price index for Australia as compared 
with Canada, 

COMMISSIONER MacKAY: Is there good ground for believing, 
Prof, Taylor, that the Canadian price level would have behaved 
Similarly to the Australian price level under those condit- 
ions, the other factors being nearly equal? 

PROF. TAYLOR: Yes, I would think so, Of course, both 
countries substantially increased their tariffs; the 
Australian tariff was increased very sharply and a larger 
number of embargoes and trade restrictions were imposed than 
in Canada, so that the behavior of the tariff is substantially — 
Similar in the two countries, The nature of the two economies,-~- 
the two economies are in the same general class, In Australia, 
of course, “neiz one big export is wool, and wheat is the 
second export there. With us, the first export is wheat and 
the next expo~:c:of importance are pulp and paper and base 
metals, The two countries are sufficiently comparable, I 
think, to make these parallel columns a reasonably fair state- 
ment. My point is not to show that the amount involved, 
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would come through devaluation of currency, is of a very 
large magnitude, although it works out to $222,000,000 in 
this table, over six years. By refinement, by taking re- 
tail prices, and so on, that can account for $25,000,000 one 
way or the other, but youstill leave a very substantial 
figure there, which accounts for more than half of the 
$47,000,000 a year, which was the computation in Manitoba's 
case, If the $222,000,000 is a reasonable approximation, 
that actually amounts to $37,000,000 a year out of the 
$47,000,000. 

Then the Manitoba case in the second instance did state 
that there would be certain increases in the cost of 
servicing loans, and I thought it might be as well to have 
on record some indication of the magnitude of the figures 
involved, There are, and there were in 1932, $477,000,000 
of Canadian, Dominion and Provincial securities outstanding, 
which were payable in London, In that case, had we devalued 
to the limit of the Australian pound instead of having a 
Slight advantage in paying in London, we would have had a 
considerable disadvantage. Of the $477,000,000 of Dominion 
and Provincial debt payable in London, there is $1,112,000,000 
of Dominion and Provincial securities which are payable in 
New York funds, either straight New York funds or optional 
payment bonds, e optional in the hands of the holder of the 
securities, There again, it would be increased by approxi- 
mately 40% of the cost of servicing those loans, In addition 
to that, there is a sum in the neighborhood of $800 , 000,000 
of railwey securities with either straight New York issues 
or optional features in them, and several hundred millions - 
that is, I confess, a vague figure - of securities of muni- 
cipalities, public utilities and other industrial and commercial 
concerns, and the figures involved are figures of very large 


magnitude, 


COMMISSIONER DAFOE: Have you statistics of actual pay- 
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ments having been made, principal and interest? 

PROF. TAYLOR: I have them for the Province of Ontario, 
The figure is within a few thousands of $7,000,000 spread 
over three years, It cost the Province of Ontario $6,°'7%,000 
in the years 1931, 1932, 1933, and 1934, and that is a net 
figure; that is the cost of New York premiums minus the gain 
of sterling payments, 

COMMISSIONER DAFOE: Mr. Bennett said twice in the House 
of Commons, in defending the monetary aspects of his tariff 
legislation, that Canada had to pay on @n average a million 
dollars a day to the United States, 

PROF. TAYLOR: Those figures, if I recall them,were 
based on a compilation prepared at the time by A.E, Ames & 
Company, and for two or three years in a row it was somewhere 
between $320,000,000 and $370,000,000 of principal and 
interest payable, Now, some of those principal sums undoubted- 
ly were refunded in the New York market, and therefore we 
were not called upon to pay the premium, but that figure or 
$1,000,000 a day was a substantially accurate figure, It was 
well over $300,000,000 a year, Now, on interest alone, of 
course, it was less than that, 

In the next paragraph I call attention to the fact that 
monetary policy, like trade policy, must be considered asa 
whole, That some credit, shall I say, should be given tothe 
Dominion Government, For examp..c, its policy was designed to 
reduce interest rates, and I suggest, for instance, that that 
policy for reduction of interest rates, which included the 
action in November, 1932 of issuing $35,000,000 of treasury 
bills to the banks to increase their cash resources, the 
action over two or three years ago by Government initiative 
getting the savings bank rate down from 33% to 14%, -— that 
was done on the urging  .f end with pressure from the govern- 
ment, Again, in June, 1934, an additional $50,000,000 of 


notes were issued to rc°% ordinary budget expenditure, which 
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again had the effect of a mild dose of inflation, which 

again brought the cash reserves up and the down pressure on 
interest rates increased, Without for a moment trying to 
take it upon myself to defend the Dominion Government's 
policy, I doubt if the Dominion Government could have followed 
a policy of cheap money as successfully, or at all, possibly, 
had it devalued on the Australian scale, The Australians 

did in a sense, make the best of both worlds, but there was 
this difference, that there was probably even less of a 
money market in Canada than in Australia at that time. We 
had no central bank, and the Australians were in a fairly 
Simple position of dealing with a single creditor, - Great 
Britain, We were in a rather different position, of dealing 
with two creditors, whose exchanges were going in opposite 
directions, and I submit that, considering the difficulties 
of the financial mechanism involved, that the Dominion 
Government could not have followed this cheap money policy 
successfully. It had, at the same time, taken the rather 
accute risk of a sharp devaluation policy in the foreign ex- 
change, There, too, I am sure you will get somewhat conflicts 
ing advice from different brands of economists, but I think 
that eo ciehin orthodox,and generally accepted view, I 
am not saying that the Dominion policy is perfects. put taking 
things as they were, with the mechanism they had at their 
disposal, I do not see where they really could have done much 
better under the circumstances, and knowing what they knew 
in 1932, and not what we think we know now, 

I conclude, Sir, by saying that even the claim that 
deliberate devaluation would have conferred benefits of 
$47,000,000 per annum on the western wheat-grower I feel can- 
not be accepted in just that form. It rests pretty clearly, 
and I think quite aplicitly in their case, on two assumptions, 
The first is that Canadian devaluation by 40% would not have 


affected the sterling price of wheat. Dr. Upgren,was examined 
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on that I understand as I read the evidence, and he had put 
forward that it might have had some effect but he dia not 
think it would have had any substential effect, That, of 
course, must be always a matter of opinion, but I think the 
more generally accepted view in Canada would be that de- 
valuation might have had quite a marked effect on the 
sterling price of wheat, that the wheat position in 1931 
and 1932 was such that the holders of wheat at that time 
would elmost have tried to get out at what they considered 
a decent Canadian maleceuena had the devaluation raised the 
Canadian price substantially I am certain that therewould 
have been very largely inereased offerings on the market, 
and the price of wheat would almost certainly have gone down 
quite significantly, and it would not have to go down very 
far, of course, ? a penny or twopence a bushel, or three or 
four cents a bushel, can play a lot of havoc with $47,000,000, 
The second assumption that is quite explicitly made in 
the Manitoba case and in the examination, or the evidence, 
is that deliberate devaluation by Canada would not have 
affected the monetary policies of the principle competitors, 
chiefly Argentine and Australia. It seems to me that de- 
liberate devaluation by Canada of a full 40% in those years 
would very possibly have resulted in the further devaluation 
in the case of Australia. It is almost certain, I think, 
that devaluation in Canada would substantially have affected 
Argentinets policy, either by further devaluation or by 
achieving the same result by some different device. But 
Argentine was in a position, as I understand it, in 1931, 1933, 
and 1933 where it simply had to sell its wheat, and would have 
done almost anything to keep its wheat crop moving out, De-~ 
liberate competitive devaluation then, is a very dangerous 
game, in my opinion, the end of which cannot be foreseen from 


the beginning. 
And the last statement of all that I make, Sir, is one 
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to which I attach a considerable amount of importance, al- 
though I have not given much space to it in the brief, It 
Should be pointed out that devaluation, had it had the 
effect assumed by the Manitoba brief, had it actually in+ 
creased the price received by the facmer and not interfered 
with the quantity of wheat sold, would almost certainly 
have increased the production of wheat, thus aggravating the 
wheat problem in the long run, and postponing the establish- 
ment of a sounder relationship between wheat production and 
the currently available world consumption, I think that is 
very clear in the case of Australia, Australia's wheat pro- 
duction rose nearly 40% in the years 1931, 1932 and 1933 as 
compared with the average of the previous five years; from 
96,000,000 bushels a year to something like 124,000,000. I 
have the figures here; I took the figures from the Official 
Journal of the Economic Society of Australia, March, 1935, 
page 40, in an article on farm production, by Dr. Gibling, 
The actual increase was from 140,000,000 bishols production 
to 195,000,000 bushels production, Their exports showed an 
increase of about 28% from 96,000,000 to 124,000,000. That 
is comparing 1924-1929, in the case of the lower figure, with 
193] - 1932 and 1933 in the case of the higher figure, 

COMMISSIONER DAFOE: I think that that inference might 
be questioned, because the acreage of wheat was pretty well 
at its maximum in those years. I doubt whether any stimulus 
other than that of a very profitable rate for wheat would 
have led to an enlargement of acreage, and the natural in- 
crease which they would have got in wheat under the suggested 
devaluation would still have left the price which they got 
very unsatisfactory, from their point of view. But you | 
argue that it did not really represent the cost of product- 
ione 

PROF. TAYLOR: My point, Sir, is, I think the benefit 


would actually have been very very slight, but even if they 
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had got the full 40% increase in the price of wheat - even 
if the sterling price had remained constant, there would 
have been no further competitive devaluation by the other 
countries; if they had got everything that they assumed they 
would have got, I think the effcct would have been then to 
not stimulate the production by 40%, but I think it might 
easily heve had a very significant influence on the pro- 
duction of wheat, 

COMMISSTION&R DAFOE; It is a matter of judgment, 

PROF. TAYLOR: Yes, I quite agree with you, but it is 
on such matters of judgment that a policy like this has to 
rest, and it is a matter that is pretty difficult to see the 
end from the beginning, when you start competitive de- 
valuation. 

There remain just two points I want to take up, if I 
may, on two phrases that are constantly recurring, or recurr- 
ing very frequently in the presentations, and in the oral 
evidence, These are the phrases: Taxable capacity, and prov- 
incial or national income. Both these phrases are phrases 
which are usually used without any very precise meaning, and 
when you come down to try and define with reasonable pre- 
cision what you mean by taxable capacity or what you mean by 
national income, it becomes very difficult indeed, - that is, 
give a definition which has any practical usefulness. I will 
not bore you, Sir, with a lot of authorities, but Canning, 
Lawrence, and Joshua Stamp, all more or less gave up the attempt 
to define, with any precision, what is meant cxactly by tax- 
able capacity, chiefly because it all depends, or largely 
depends, on how you spend the money you raise in taxation, 

To put it at one extreme, in 4 completely communistic state 
the taxable capacity is the total production. That is, you 
ean conceive ea stat« where everything is taken in taxation, 
and of everything entering into the consumption standard of 


life, That is putting it at one extreme, But in a community 
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which spends very heavily on useful and productive and non- 
wasteful services, the taxable capacity there is much higher, 
Put it this way, if two countries, - if each have a taxation 
which is 20% of social production or social income, it by 
no means follows that the taxable capacity and the tax bur- 
den is the same. In one case a considerable part of the ex- 
penditure may be returned within the community in the form 
of payments of various sorts, If, of course, in one 
community a large part of that is spent on service of an 
external debt, is a real diminution in the taxable 
capacity. It all depends then, on how the money is spent, 
and usually, I think, what is meant by the term "the limit 
of taxable capacity is being met", is really, so to speak, 
a political limit, In other words, a further rise in 
taxation would have cert*in unpleasant political effects, 
The taxable capacity is also related, of course, to the 
relative evenness or unevenness of distribution of income 
among the individuats within the community, and that also 
throws some light on the type of tax structure suitable to 
different communities, In other words, the severity of 
taxation cannot be measured solely by rates per capita, - 
I quite agree with that, - nor do I suggest can severity of 
taxation really be measured by the percentage of the regional 
income or social income taken in taxation, That must be 
qualified by a rather careful study of the tax expenditures 
as well as the tax collections, I mention these points, Sir, 
because I assume studies of that sort are being made on 
behalf of the Commission, and I just want to have these 
matters on record, I have very high regard for those of the 
Commission Secretariat who are doing this work, and I am 
quite sure they have these considerations in mind, 

The other phrase I want to refer to is this phrase of 
"social income” or “regional income" or “provincial income" 


or "national income”, That is frequently identified with the 
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net value of production, Now, where you are comparing the 
same community over a short term of years, the net value 

of production is probably a reasonable indicative of the 

rise and fall in the social income, or if you are comparing 
two regions with substantially the same economy, I think 

that is a reasonably fair basis of comparison. But where you 
are comparing two very different economies, - an agricultural 
community on the one hand and an industrial community on 

the other, or even two agricultural communities one of which 
is on a business basis, such as a large part of the wheat- 
farming in the west, and compare that with an agricultural 
community which is largely mixed farming, the net values of 
production need to be qualified and corrected by a number of 
things, Some of those have already been brought out in 
evidence at other hearings and on this hearing. For example, 
there must be allowance for income which does not appear on 
the market place, - that is, the consumption of goods pro- 
duced on the farm itself, 


THE CHAIRMAN: How is that arrived at, Prof. Taylor? 


(Page 7821 follows) 
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PROF. TAYLOR: It must be oxtromcly difficult 
but 1 suppose it could bo done. I havo nevor tricd to do 
it mysclf, sir, but I know how I would at loast start 
going at it. I think you would want to make somo ostimatc, 
porhaps by a simple mothod of the ordinary behaviour of 
a typical Ontario mixcd farm,shall we say, and even that 
is not safe over a long period of timc because over the 
prosperous years, I am sure, you will find many farmers 
who sold their milk and bought their buttor. But in tho 
last few years they havo probably beon doing a good deal 
more of domestic production within the farm itself. 

Now, I am not suggesting that net value of 
production figures are useless. Obviously they are very 
useful. And I do not say you could always get the correct 
statistical correction, but I think if you allow for what I 
call the a@wror, the margin of error that is there, and 
could make some allowance, even though ts allowance is 
not very precise, you could get a measure of the social 
income that is of some considerable use in arriving at 
certain broad conclusions. 

. “Ano%har obvious correction in regional incomes, 
I think, is for the net inflow and outtiow analogous 
to the balance of international payment account between 
two comuunities. If a community is unbalanced, heavily 
a debtor, obviously it is not free to enjoy the net 
value of its income, a certain amount of it has to be 
sent out to pay its debts. As to which areas of Canada 
are debtor areas we have not, as far as I know, published 
information of that sort of any high degree of reliability. 
Again, I think certain broad indications could be 
discovered by examining the tax records and other 


records that are available perhaps in Ottawa. 
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Undoubtedly I assume thatSaskatchewan is pretty 
heavily a debtor area. That is, the debts of 
Saskatchewan are held in substantial quantity outside 
of Saskatchewan. If the debt is held internally, 
for the purpose of this calculation, it makes no 
difference. But I think it is certainly true also 
that Ontario is a debtor region in the sense that the 
inflow of income, chiefly on interest account, is 
probably a good deal less than the outflow of payments 
to non-residents of Ontario, chiefly of course, non- 
residénts of Canada. Some indication of the measure of 
that can be arrived at by, it is a very rough indication, 
but there is a table, you recall, of the unearned income 
received by residents of Ontario:in 1931, 'S2 it was 
$82,000,000. That is part of an exhibit,125, filed by 
Mr.Fraser Elliot. We also have a table, it is No. 7 I 
think in our appendix which shows the amount collected 
in Ontario from the 5% spectal dividend tax, that is 
the tax payable on interest and dividend payments to 
non-residents of Canada. There is something like six or 
gcven million dollars in the last fiscal year. That 5%, 
if you multiplicd it by twenty, gives you something 
over $100,000,000 on interest payments. It is in table 7 
in the appendix. It was $4,900,000; that is 5%. It is 
presumed that at least about $100,000,000 was paid out 
in that year, in 1935, '36 by residents of Ontario, 
that is both individuals and corporations,I gather. 

The $82,000,000 of course that was received in unearned 
increment would be very largely paid within Ontario 
from one Ontario debbor to an Ontario creditor, but I 
believe thero is no doubt, on balance, Mtario is very 
largely a debtor region, although it happons that our 


dobt is chiefly to non-Canadians whereas I think in 
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Saskatchowan a substantial part of their debt is to 
Qanadians in other provinces. 

THE CHAIRMAN: What other large item would there be, 
Professor Taylor, than the interest in companies, on 
Which there would be the 5% tax? 

PROF. TAYLOR: It applies to all payments on 
interest accounts to non-residents. There is a substantial 
amount of #nglish money, I understand, that is sent out 
here and handled by, I know for example of two or three 
legal firms, that rathor specialize in handling English 
money. I am not so sure so much has beocn going on in 
recent years but certainly ten years ago very large sums 
of monoy camo out from lawyers in tngland to their 
affiliates here in Toronto. That money is invested in 
mortgagcs, possibly in Toronto real cstato, possibly in 
Saskatchewan real cstate, Saskatchewan farms. And the 
Toronto firm is mercly the go-botween betwecn the English 
investor and the Canadian borrowor. That is an item 
which would be very hare to gct at with any accuracy. 

We have some idea of the amount that goes through 
organized-eorporations such as tho Canada Permanent 

or firms of that sort, but the amount that comes through 
the less organized part of the mortgage money market 

is pretty hard to estimate 

I think the transfers arising from the operation of 
public finance are a correction on the regional income. 
Also a very important item would bo depreciation and 
obsolescence. Tho Dominion Government in its national 
systom for Canada as a whole docs mako a very rough 
lump sum adjustment for what they call depreciation. 

The Manitoba cstimatos of incomo by provinces mado no 
such correction. Now, I would suggest that the doprecia- 


tion on industrial capital, depreciation and obsolescence 
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on industrial capit2l is considerably hoavior than 
depreciation on the fearmoris Gapital, because the farmor’s 
capital is voyy largoly in land and buildings. On tho 
modern mochanizod farm tho machinory ond of it is 
becoming more important and there tho depreciation rate 
is fairly high, but some correction certainly should be 
made for depreciation and obsolescence which is much 
higher in an industrial area, I suggost, than in 

an agricultural area or in the case of a community that 
relios very largoly on fishing, for oxamplo. 

Then, when you run into a period of depression I 
think there are quite substantial losses that are not 
recorded in the ordinary net production. Losses on 
inventory and on bad debts. Taking a long period of 
decades at a time you can perhaps ignore that, but if 
you arc comparing the burden of taxation with tho ratio 
of income ovcr a short poriod of years, where there is a 
violcnt downswing, cven if you Pape ce it statistically, 
I think you should bear in mind there is that correction 
to be made, the losscs on inventory and on bad debts. 

COMMISSIONER ANGUS: Would you eLllow the loss of 
abandoned farms and so on as a sort of deduction from 
income? 

PROF. TAYLOR: Well, the loss on inventory and bad 
debts, - if I may for a moment? 

COMMISSIONER ANGUS: Yos. 

PROF. TAYLOR: .-. is a very definite and immediate 
loss. There is of course a social cost in abandoned farms, 
it is more analogous to the next point I am going to 
bring up, the gonoral social cost of unemployment. There 
again, I think on most of those points, if you can got 
any statistical moasure at all, thoy must be rathor rough 
approximations, but cven an intclligontly rough approx- 


imation is bettor than using uncorroctod figures. 
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But my prineipal point thon - this is a point which I 
think is not vory goncorally rocognizod - is that Manitoba 
in ostimating tho incomo of tho provinee took the net 
value of productions as ono figure, added to ita figure 
represcnting the productions of those engaged in 
scrvices. Now, obviously sorvicos arc part of tho 
total production but there is this distinetion I think, 
that in an industrial community many of these services, 
taking the community as a whole, aro cost rathor than 
incomc. For cxamplo, thore is no question that tho 
scrviccs, thoso omployed in the scrvices of, shall I 
say, beauty shops and that sort of thing, is an inercase 
in the standard of lifc, but I do not think that you 
could add to it, for cxample, the cost, the persons 
employed in the servicco, shall we sey, of the street car 
systom. That is a nocessary cost of industrialism. 
It is truc that tho men who run the stroct cars aro paid, 
but they arc paid by continuing small dcductions from 
the incomos of all the inhabitants of the city. Now, 
that is a point 1 think of very considerablo importance 
in estimating the net income, the social income of a 
rather highly urbanizcd community as compared with a 
rural community. And I don't think you can add to the 
net value of production a figure based on everybody 
omployed in the so-called scrvice industrics. I might 
furthor suggost that tho customary standards of urban 
life require higher personal expenditures and so on, 
that is, in the customary typo of clothing and housing 
and so on which again is practically an inescapable 
cost in an industrial aroa. 

Woll, sir, that is all I havo to say. I would like 


to put those points of vicw on record for the use of 
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the Commission and its staff. And whilo I personally 
have every confidence in some of those whom I know -ro 
proparing some of those estimatos, I think if tho rcosults 
of thoir ostimatos aro to be used as a Significant basis 
for rocomucndations, that wo would liko to havo a look 

at the figures which thoy preparo and some indication 

of how they aro proparod, and an opportunity of naking 
furthcor statistical criticisms of that sccms nocessary. 

THE CHAIRMAN: Well, Professor Taylor, it is the 
intention that these reports will bo furnished to all 
the provinces as soon as thoy aro ready, so that you 
may have the opportunity of looking thom ovor. We had 
hoped they would be ready for tho first of May but I am 
afraid thoy will not be ready until the first of July, 
becausc they wish to got tho benefit of all the submissions 
that wore put in, as well as to conduct somo other studies. 

Thank you, Professor Taylor, for a very intercsting 
exposition of these important problems. 

Yesterday,Mr.Waltcrs, and the day before, you 
roferred to the appendix, Book 3,and referred to us a 
fow of the tables. I think it would be helpful if we 
just had a running comment on the schedules in Book 3. 

MR.LANG: I had arrangod, Mr.Chairman, that Profs Taylor 
might run through that for the benefit of the Commission. 

THE CHAIRMAN: Yos. Thon, Professor Taylor, if you 
would just run through Book 3 and givo us a comment with 
cach schedule. 

PROF. TAYLOR: I had something to do with the 
arranging of this appondix. If it comes to an explanation 
of the particular figures Mr.Waltors or Mr.Chater 
will havo to cxplain thom. 

Tho appendix starts off with 21 pages where wo havo 


sct out a short history of tho principal taxes in Ontario. 
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Thore aro cortain minor taxcs, firo marshall tax and so 
on which are not in this list hore, and there was a 
wild land tax or there is . But wo sot out tho history 
of the corporation taxes, tho mining taxcs, tho income 
tax, succession dutics, gasolino tax and motor vchiclo 
liccnscs. 

What we have done thore, if I might start with page 
one, for examplc, on page one of the appendix we start 
with the corporation texos instituted in 1899. We give 
you a short statement from tho contemporary records, 
the apparont reason why tho tax is introduced. We have 
undertaken in tho following pages to recite when thoy 
were first uscd, all tho more important changes in tho 

ates or in the application of the Act, and coming down 
to the prosont ratcs that are in foreo. That takes us, 
in tho case of the corporation taxes, down to page 12, 
~ thimec.!. Oni page 12 wo sot. outidm the course of 
a pagc and a half the mining taxos levied in Ontario, 
the profits tax and acroage tax. Thore has not beon 
very much change in those acts, it doos not take very 
long to describe them. And the tax on natural 
gas is also undcr tho mining taxcs on page 13. 

Then, on page 13 we havo a similar story on the 
income tax in Ontario. This 1 may say refcrs only to 
provincial tax. Thsre was an incomo tax of coursoe 
levied by the municipalitics before that time. 

On page 15 and running through to pago ke ines: £@ 
description of a history and tho principal changos in 
tho succession dutios sinco thoy wero first introduced 
in 1892. That was tho first tax that Ontario over had, 
I beliovc, apart from tho taxcs in unorganizod torritory 


and tho wild land tax. 
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THE CHAIRMAN: Some of the prophogics of those carly 
days havo not boon realized. I ramombor in the Tiree 
clection following the passago of that sucecssion duty 
tax, the late B.B. Osler dcfending it and saying 
that ho oxpoctcd and looked forw2rd to the day when they 
would be so inercased that tho assessor, instoad of 
coming around with tho assessment notiec, would bring 
@ dividend cheque to the living. But Mr.Waltors has not 
yet reached that point. 

DROF. TAYLOR Well, this at least is accurate, 
because the preambio says it was car-markcd for asylums, 
institutions for the decaf and blind and so on, and I 
think the succession duty reccipts do not do much moro 
than take care of that still. 

THE CHAIRMAN: Thore will not be much for those 
who aro outside, at large. 

PROF. TAYLOR: Page 21 is the gasolino tax. 

THE CHAIRMAN: In conncoction with tho succession 
duty tax, pago 21 there is a provision I had forgotton 
was in tho act: "By an Act of 1906 it was provided 
that one half of the reecipts from succession duties, 
calculated on a basis of an avcorage of the previous 
three yoars should be paid over to the University of 
Toronto for tho maintcnance and support of that 
institution. I sco in 1914 the Act was amonded to 
road "but that amount shall not oxcocd $60,000 in any 
ono year". I thought, as a govornor of tho univorsity, 
I had discovered a largo sum which we might ask Mr Walters 
to pay ovcor. 

PROF. TAYLOR: Pago 21, sir, is tho gasoline tax 
and page 22 is motor vohicle licencos. Tho motor vohicle 
liecncos includo tho invisiblo markors, I should say 
Also I should say it includos tho motor oporators licence 


of $1.00. It is tho motor vehiclo liconces and 
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operators pomits. 

Tuming to tho tablos now which aro not paged 
but which are numborcd in ordcr, tho paging runs only 
through the toxt of tho appendix, from now on thoro is 
no pagination, but the tablos are numbsred soriatun. 

Tho first table is the rocord takon from the 

public accounts of the ordinary rovcnuo and expenditure, 
the surplus and deficit for cach yoar sinec Confedcration 
down to 1938. 1 should call your attcntion to tho fact 
that 1938 is the gross intorim figure and as Mr.Waltcrs 
said tho othor day tho surplus is approximately a million 
dollars morc than that indicatcd in tablo one in 1938. 

THE CHAIRMAN: That is, instoad of $3,000,000 --- 

PROF. TAYLOR: It is about $4,000,000. 

WRsWALTERS :: It is not released for publication yote 

THE CHAIRMAN: Wo will kecp it confidential, Mr. 
Waltcrs. Thore is a very large jump in the cxponditures 
from 1937 to 1938, as well as in tho cstimated income. 

MR.WALTERS: Partly accounted for by rolicf. 

THE CHAIRMAN: Mr.Waltcrs, I sce tho jump is from 
$71,000,000 to $94,000,000 in ordinary oxpenditure. 

What gencral itoms would account for that? 

MR.WALTERS: The reason for that,sir, is that whon 
thoso statistics wore prceparcd what wo call the not 
figuro was not yot availablo. 

THE CHAIRMAN: But I am thinking of the inercaso from 
1937 to 1938, from $71,000,000 to approximatcly $94,000,000. 

MR.WALTERS: That is tho figure to which I rofer. 

Wo omploy tho British systom of accounting hore and 
roturn as gross revonuo all recoipts. For oxamploe, the 
Dopartmont of Prisons might monufacture thousands of 


dollars worth of goods for the hospital department, and it 
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is trcated as an oxponditure of ono dcpartnont and 
a revonuc of another until tho final figuros are published 
and thon these arc trikon as oxpondituro rofunds and 
brought down to the not figures. Thore will not bo 
that diffcrenes whon tho final figures are rolcasad. 

PROF.TAYLOR: Table No.2, which is 2-A, tho "A" 
has no significance, it is just tablco 2, is a statement 
of subsidics paid by the Dominion Government, the 
ordinary subsidics for the purposc of governmont. 
Wo put against that a por caput figure based on tho 1931 
consus return, and on the cstimatcd population it shows 
that tho pcr caput subsidies vary from a low of 86¢ 
approxinatcly in Ontario to a high of $7.46 a head 
in Prince Edward Island. With tho excoption of Ontario 
and Quebee thoy are all well over $2.00 a hoad. 

THE CHAIRMAN: Of course they are based on cortain 
differcnt principles. 

PROF.TAYLOR: Yos sir, I quitc undcorstand that. 

THE CHAIRMAN: Prince Hdward Island is the largest. 

PROF.TAYLOR;: Table 3 was discussed in some detail 
two days ago. It is the distribution of Dominion tax 
Polltections. Tables 4, 5, 6 and 7 all d6éal with the 
Dominion incomo tax. Table 4 is the total income tax 
collections, individuals, corporations and the special 
5%, divided by provinces. The actual collections by 
provinees are recorded, and the percontage collected from 
each province, the amount por caput and in the last 
two blocks of figuros tho variations above and below the 


average o . 


THE CHAIRMAN: I think Ontario shows up protty well 


in that list. 


MR.WALTERS: The changes in cxemptions and rates 


are factors here. 
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THE CHAIRMAN: Yos. 

PROF. TAYLOR: And tho next throc tebics more ly 
break down table 4. 

THE CHAIRMAN: Just a minute, Professor Taylor. 
Under the heading of Ontario in the percentage, that 
is the percentage of the total incomo tax paid, is it? 

PROF. TAYLOR: No, in tho very last block of figures 
at the bottom of the page that 62.8 is the percentage 
that Ontario per capita collections are above the average 
collcctions. The light figures are above average, the 
hcavy dark faced figures are below average, in those 
last two blocks. 

THE CHAIRMAN: Thank you. 

PROF.TAYLOR: Table 5 is the same sort of table 
exactly with roference to personal tax, the income tax 
from individuals, which includes personal corporations. 
That is what the Dominion income tax treats as incomes 
from individuals. 

Table 6 is the distribution of the corporations 
income tax. 

THE CHAIRMAN: I seo British Columbia is travelling 
in good company. 

PROF. TAYLOR: Yes, we are right neck and neck, sir. 

Table No.Y is the break-down of the 5% special tax 
on interest and dividends paid to non-residents of 
Canada. It can be secn there, sir, that practically 
90% of it comes from Ontario and Quebec, to indicate 
that foreign capital is almost entirely concentrated or 
very largely concentrated in these two areas. 

THE CHAIRMAN: I am surprised at the percentage in 
Ontario as ecmpared with Quebec. I did not realizo it 
was so much larger in tho percentage of nonprosidents 


in Ontario. 
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PROF.TAYLOR: The American braneh plants of course 
are very largely concentrated in Ontario. 

Table 8 is a long table and has six sheets to it. 

If we take the first sheet only it is a complete 
description of the provincial and local tax system. 

The first column is a legal citation, the title of the 
tax, whether the payment is an annual payment or Single 
payment, the third column is the basis of the tax, the 
measure of the tax, the rate of the tax, the administratim, 
as to what department assesses, what department levies 
and which department collects or which officer collects 
the tax. And then the disposition of the tax to the 
province or the local municipalities. And then eertain 
dates with regard to return. 

THE CHAIRMAN: It is a most convenient statement to 
have. 

PROF. TAYLOR: Perhaps Imight say, sir, that in the 
column where there is a statement at the top and nothing 
below it, that moans that it is assumed to be continued 
right down. For example, on page 8 the comptroller of 
provineial revenue does all the assessing and the 
provincial treasurer all the collecting. It includes 
also the municipal] taxes and ineludes, I think, all licences, 
fees and that sort of thing, from dog taxes to lightning 
rods. 

THE CHAIRMAN: That is very complete. 

PROF.TAYLOR: Then, table 9 and the next few tables 
deal with the actual receipts from the principal taxes. 
Table 9 is a statement of the corporation tax. The act 
provides for different ratos and bases of tax on different 
types and kinds of corporations and the receipts under each 
head are itemized for every year since the beginning. 


The tax was first introduced in 1899 and it is carried 
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forward to a grand total on tho right hand column. 
Table 10 is the mining tax, profit and acreage tax 
separately, and a third column showing the gold tax 
which is included in the first colum but it is set out 
there separately to give the part that gold plays. 

THE CHAIRMAN: That is the provincial mining tax? 

PROF.TAYLOR: Yes, these taxes are entirely provincial, 
sir. 

THE CHAIRMAN: What is the acreage tax? 

PROF. TAYLOR: The answer is on page 12, sir, as to 
acreage tax: 

"In 1907 an Act was passed which authorized a 
tax of two cents per acre on mining locations 
and mining claims in unorganized districts, 
farming land and a parcel of land less than 
10 acres being oxempt. 

Under the terms of the 1937 Act a tax of 5 
cents per acre is imposed." 

THE CHAIRMAN: Thank you. . 

PROF.TAYLOR: Then table 11 has two, elevon and twelve 
are on the same page. The small block at the top is the 
personal income tax. In the first ycar you will recall 
the government paid back to the municipalities part 
of the tax, an amount based, I think, on the previous 
collections. And on the same page is table No.1l2, 
Succcssion dutics. 

Table 13 is the gasoline tax receipts from the 
beginning, and placcd beside ‘that is a statement of the 
net gallonage of the géesoline sold. 

THE CHAIRMAN: Apart from the oxceptional income of 
the last two or three years on suocession duties, the 
gasoline tax brings the largest incomo? 


PROF. TAYLOR: Yes. Table 14 is the revenue from motor 


eviews Bae govele ,ow!, ser IIL oldad seas ROLY TAT . LORE 


U 
Po opeeus sdf ef sec% orcnx ; 


aa SOR L 7908 ve folie Dassag SAW oa 6 ger rs ‘ 


d ; .~ue re 
eratsseet pialcir eros Tor exdeo ow? = zs ; 
eraitdest had ediaos ih at amtaig gaint pas 7 ‘ 
meds aeol ‘hae! tc fourm 6 Bae bast saat st * “T 
a, 7 ~ de oxo gated pores of 
S to xar 2 tol ree! yit To Bite? w cit - <ebal i Te 
ra "h ponngaat at eton tog atnep ve 


4 “HOY > stu ‘WAMALABS' SET 
aay at go2 ort? ts foo Le ite xe. ont Oe = end £0 eB 
OLL S225 oii won on < | ar i ods SL «ZBI omooitk rence 
"7 — L5 kL Lan tba 7 : ¢ of ioad Biag ‘Snommrovag ont 

ales vir= ¢ me 20 : het r toe sé thuoms As xed od? To. 
aa’ i nine at ousia a odd nO BA ‘sencitaelios 7 

eoktab noteevdelie ir 


ant. woxht @8gtboot xe? -aatonay “ods et &L ordat | 


- 
Lae ce. 


off to fromeotags p at desi eine ee boon bas antnatged q 
77 Bios obs i ¢ ont to onadoltes don 

zo ap ont i ers = nick +18Gh 3 MANET AD a 
ode , oisab aglasoonve no aracy coed 16 ow? van “ont 
goubent deogsat ont ean tid xed ontloeay 


$e90n orct annmever aid et $. otd@ +607 Ory at tnt 


7834 


vehicle licences. 


That concludes the taxes. Tho noxt fow tablos, sir, 
dcal with current expenditures. Wo have alroady beon 
over yesterday 15, 16 and 17 which deal with oducation. 
We have also dealt with 18, 19, 20 and 21 which are 
the hospitals, saniteria. 

Table 22 is the statement of Mothcrs' Allowances. 

I think we already discussed that. 

THE CHAIRMAN: Yes, we had that yesterday. 

PROF. TXYYLOR: Table 23 is just a statement of tho 
percentages of pergons over 65 years of age in. tho last 
six consuses. That 6.8, sir, will be 10.5 by another 
thirty years. 

Table 24 is the 01d Age Pensions. We had that before 
us yesterday, I think. 

THE CHAIRMAN: Dominion-Provincial and Municipal 
cxpenditures on old age pensions. Yes, we had that 
yesterday, thank you. 

PROP. TAYUOR: 25 ig the cost of direct relier in 
Ontario by years, and 26 breaks it up by months with a 
good deal more detail. I think we also looked at those 
yesterday. 

THE CHAIRMAN: Yes, Mr.Cross gave us that yesterday. 

PROF. TAYLOR: Then we have six tables, 27 to 32 
that deal entirely with highways. The first one, No.27 
is a summary of total expenditures on highways, King's 
Highways, county roads, township mads, northern 
development and colonization. And then the following 
five tables take cach of those up separatcly. And 
that leavew only the last two which we had up this 
momming of the municipal statistics. Table 53, 


population, assessment, taxation and tax arroars. 
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And table 34 shows the dobenture dobt. 

THE CHAIRMAN: Thank you. It is a most valuablo 
compilation and will be very helpful to us. 

Now, as wc have got through all except tho introductory 
part, Mr. St.Laurent, have you some qucstions to ask on 
this financial part? 

MR.ST.LAURENT: There are just three or four questions, 
Mr. Chairman. 

THE CHAIRMAN: I think it would be convenient to ask 


them now. 
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BY MR. ST. LAURENT. of Mr. Walters: 
Q. Mr, Walters, at page 34 of the second book, there is 
the statement made that, "The government of Ontario is 
convinced that there is a serious housing problem", which 
has made itself felt in the country during the last seven 
or eight years, that is the view of the Ontario government 
is it not? &. That is the view. 
Q. And that relief from that housing problem will prob-— 
ably involve the necessity of reducing the burden on 
real estate taxation? A, That is correct. 
Qe There is also a statement made that the Ontario 
government has attempted to do what the circumstances 


made possible in that direction, by many other methods, 


one of which was the relief of the municipalities of 
their share of the maintenance of provincial highways? 

A. That is correct. 

Qe. Is it not a fact that this relief from the municipality's 
share in the provincial highways has benefited principally 
the rural municipalities? A. I believe that is correcte 
Qe Is it not also a fact that the highway problem is 
much more acute im the urban municipalities than it is 

in the rural municipalities? A. I think that is correct. 
Qo There is very little, if any. portion cf the pro- 
vincial highway system which has been taken over by 


the provincial government which happens to be in the 


urban centres? A. That is correct, if you are speaking 
of urban centres as cities. 
Q- Cities and towns? 

FON. MR. GROSS: Many towns are in the county system 
and get relief through the county. In Ontario the 


towns get relief from the count; rate and there are over 


seventy separate towns. 


MR. ST. LAURENT: Just to have the figures on the 


record at this point, how many cities are there? 
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HON. MR. CROSS: There are twenty-seven. 

MR. ST. LAURRSRT: Approximately what propertion of 
Ontario's population would be in those twenty-seven cities? 

MR. WALTERS: We have that figure here, I believe. 

HON. MR. CROSS: You may find the population in that 
exhibit which I filed this morning, the annual report of 
municipal statistics, om page ten. It gives a breakdown 
of the population in the various towns, villages and 
townships of the province. That breakdown of statistics 
is from the annual report of the municipalities to the 
Department: It is not based on the federal Bureau of 
Statistic's figures. 

MR. ST. LAURENT: But it is based on figures which 
are looked upon as reliable? 


HON. MR. CROSS: Yes, the figures are reliable. 
MR. ST. LAURENT: And those figures show that practi- 


cally half of the population is in the cities,about 
1,566,000? 
HON. MR. CROSS: Yes, that is correct. 


MR. ST. LAURENT: And that is the area where the 
Qousing problem is becoming most acute? 


MR. WALTERS: Generally speaking, yes. 
MR . ST. LAURENT: So far, the circumstances have 


not made it possible for the central government to take 
over any part of the burden resting on the city municipal- 
ities with respect to their streets and highways? 

MR. WALTERS: By the central government, do you 
mean the provincial government? 

MR. ST. LAURENT: Yes, the provincial government. 

MR. WALTERS: This government has begun this by 
assuming a proportion of the county's share and has given 
relief to the municipalities as indicated. Except for 
-~-c7sain towns this has benefited the towns and villages 


and that is as far as this government has gone, practically 


speaking. The Minister of Highways is here and can make 
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@ statement. 

MR. ST. LAURENT: It was only with this in mind, 
several presentations have been made to the Commission 
that large revenues were socured out of motor vehicle 
taxes and gasoline taxes, and that a substantiel portion 
of this revenue came from the city. This definitely 
imposed a burden upon the city municipalities and the cities 
received no share of the tax. 

HON. MR. McQUESTEN: Of course, you are not losing 
Sight of the fact that the whole of the provinee is brought 


to the door of these cities for the purpose of trading, 
These highways are kept up solely by the province. 
MR. ST. LAURENT: I am not expressing any opinion 


as to whcthor it is proper or not, but in Ontario the 


situation is the same, apparently, as it is in the other 
provinces, So far the city municipalities have not had 


any direct participation in the revenue raised from 
motor traffic? 

HON. MR. McQUESTEN: That is perfectly true, but 
you might modcrate it to this extent:in “o municipalitics 
such as those surrounding the city of Toronto, there are 
probably large numbers of people, living, working and having 
their being within the city of Toronto. Of course they 
get the benefit of our contribution, that is the small 
municipalities clustered around the larger centre. 

MR. LANG: May Mr. McQuesten be permitted to make 
a statement, if Mr. St. Laurent does not mind. As Il 
understand it, there was a statement made by the Mayor 
of the city of Toronto that the city had to pay large sums 
in connection with roads outside the city of Toronto. 
This statement should be clarified to some extent. 

MR. WALTERS: The Minister of Highways could explain 


thet statement. 


HON. MR: McQUESTEN: The suburban roads commission, 
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in the case of this county proceeded--my understanding 

is, though I have not seen the agreement--my understanding 

is that the city of Toronto originally made an agreement? 

with the county of York practically establishing wha 

later became the suburban roads commission. Under the 

Act which was subsequently passed, during the course of 

years, the county of York has succeeded in transfering 

or having the suburban area commission take up all the 

county roads in the county of York. This is the only 

county in Onterio to-day which has not any county roads. 

The county roads are entirely transferred now to the 

suburban area commission which administc~s them entirely. 

The city of Toronto has asked this government on e@ number 

of occasions to take over the suburban area's roads. bus. 

of course, that would mean that the county of York which 

is one of the wealthisst counties would have all its roads 

taken over under the guise of suburban area roads. 

It would not be reasonable to treat the county of York 

in this manner and give it the benefit of not being troubled 

with any roads and not do the same for the o7-isr counties. 

For this reason we have not been able to accede to that 
: 


request. I have not the figures, but £/<hanien tha actua. 
contribution from the city of Toronto is very large. [hen, 
I might say this in general respect to that question. 

At the outset, the city ofToronto was very ambitious to 
extend the provincial highways around Toronto. Originally, 
as you know, Mr. Chairman, the provincial highwsys were 


contributed to by the municipalities, they were not fine 


enced entirely by the provinc’.al government until 1935. 
As I say, the city of Toronto during the years from 1920 
to 1935 made e contribution on the basis of 20 per cent 
to these highways extending a very considerable distance 
I think I am right in saying that these 
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tim to time, as payments wero made, and were not paid for 


out of ordinary income. I think that is tho only way in 
which this city differs slightly from the other citics 


in the province. 
THE CHAIRMAN: I think one of Mayor Day's complaints 


was that roads could be added to the system without the 
consent of the city. While it originally started by an 
agreement with the commission--this commission consists of 
three members, one from the city, one from the county, and 
one appointed by the government of the province. Without 
the consent of the city, additional mileage can be added 
which increases the city's contribution. 

MR. McQUESTEN: Yes, I know that is true, but the 
city of Toronto was the author of its own difficulty in 
that respect inasmuch as the city originally created this 
by the agreement. 

MR. WALTERS: Mr. Chairman, to actually go into a 
computetion to ascertain as to whether the city of Toronto 
and the other cities benefit to the extent they have and 
whether the city should be extended an allowance to improve 
its own streets or not, is about as big a questiom as the 
one which engaged your colleague, Commissioner Dafoe, this 
morning. The Sundays and holidays find the roads infested 
with motors which are nearly all Torontonians or Hamil- 
tonians around this area. We are all aware of the fact 
that these great centres, due to improved highway conditions, 
have ruined the little corner stores in the little villages. 
Every one of these little corner stores went bankrupt be-~ 
cause people got in their motor cars and flocked to these 
large cantres. It often amuscs me to see in the papers 
a stream of protests against the traffic which goes through 
a city on a Sunday. Then, a year later, you will see an 


item in the paper that the Department of Highways is con 
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Sidoring putting a by-pass around this town. It is then 
that the citizens view with alarm this proposed diversion 
of traffic. It is like Professor Taylor's illustration 
concerning the economists differing in the cost of a suit 
of clothes. 

HON. MR. McQUESTEN: I might say that where we are 
deliberately avoiding these centres of population as 
Mr. Walters has said, we have a very effentive answer 
when the citizens come to us to protest. 

MR. LAN.:: With Mr. St. Laurent'ts permission, may 
I clear up another point? This point arises out of a 
subm*.ssion made by the city of Toronto. On page 11 
of the statement for the city of Toronto, reference is 


made to the extent of the expenditure of the Department 
of Highways up to March 31, 1937. I want to point out 


to the Commission that in considering that reference, 

it should be considered along with our exhibit number 304, 
Our statement gives all the facts, whereas the statement 
of the city of Toronto does not give you any government 
expenditure for the charges of the highway debt, so the 
figure as given in the Toronto statement is away below 


the actual highway expenditure. 
HON. MR. McQUESTEN: I think I should also add, if 


the Commission will permit me, that the approaches to the 


large centres are extremely expensive. The expense of 


these is borne now, and has been since 1935, by the 


Highway Department. The mileages are not proportionate 


in cost at all, to what they are going through the country. 
Moreover, the highway department has, in the last %wo years 


started a policy of separating traffic wherever possible 


at the entrance to a city. There is one now at the west 


end of Toronto. The traffic which goes out by way of 


the Kingston road has been separated, that is at the east 
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end, I should have said. At the west end, work has bcen 
started on a similar provision. A little further out, 
at tho Cooksville crossing, the department also has a 
clover loaf. These are much more expensive, not only due 
to the type of construction, but in the cost of the land 
which is quite high at the entrance to a city. This is 
one item which people fail to credit to the department as 
against the offsets which people clain. 

MR. ST. LAURENT: There is one more point which I 
would like to clear up. It appears on page 54 and55. 

On page 54 there is the statement: 

"The Dominion government by its corporation 
tax on the profits of mining and lumbering has 
irvied a tax upon that which belongs to the 
province, and, therefore, disregards the intention 
of Confederation that the natural resources should 
be the particular property of the provinces and 
that any benefit that should be derived therefrom 
should flow to the province. * 

Then, in developing that, I notice that the only 
development is with respect to the profit derived from 
mines. Is the implication that, in fact there ‘is no 
lumbering worth while in Ontario or that there is no 
profit worth while, or what? 

MR. WALTERS: The great objection, Mr. St. Laurent, 
is this, as explained by the Minister of Mines; when 
timber is taken from the land, more timber can be grown. 
It is possible to re-stock the waters when they become 
depleted, but when ore is taken from the mine, the carth 
is impoverished. 

MR. ST. LAURENT: Then your serious objection rises 


with respect to the tax on natural resources, only with 
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rowpoct to the tax on a mine? 

MR. JALTERS: Yes, on a mine. 

MR. ST. LAURENT: And the same principle is not 
applicable to lumbcring? 

MR. WALTERS: It is not considered so obnoxious. 

MR. ST. LAURENT: There seems to be a distinction 
madu between the profit derived from the mining of the ore 
and that derived from the treating of the ore. Just how 
is it suggcsted such a deduction could be arrived at? 

MR. WALTERS: I do not think it would be difficult; 
it is mercly a matter of accounting. A corporation or 
minizg firm which is carrying on operations, often by 
mcans of subsidiary companics, already has this break- 
down. 

MR. ST. LAURENT: ‘The part which is claimed to be 
a natural resource, would it be just the value of the ore? 

MR. WALTERS: The value of the ore when it is brought 
to the surface ready for the delivery to the refinery or 
shipment. 

MR. ST. LAURENT: And not the profit involved in 
bringing it from its position in the earth to the surface? 
MR. LANG: The phrase used in mining is “at the 

pit’s mouth", 

MR. ST. LAURENT: The suggestion here is that if there 
is a profit in bringing it from its natural position in 
the earth to the pit's mouth, it should ba regarded as 
a part of the profit to be taxed for provincial purposes? 

MR. WALTERS: Undoubtedly, there is a profit. 

MR. ST. LAURENT: In some mines. 

MR. ALTERS: Well, we will not go into that. 

MR. ST. LAURENT: With ressect to this suggestion 
for an allowance for obsolescence or replacement of plant, 


which is on page 63, is it suggested that that would apply 
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only in a general way or only in such cases where there 
had actually been replacements. 

MR. WALTERS: It varies with the diffcrent types of 
industry. An industry which is being developed rapidly, 
such as the motor industry, it would apply to a greater 
degree than it would say, in clothing, in paper making, 
or in textiles. 

MR. ST. LAURENT: I appreciate that, but is it the 
suggestion that it should be allowed in a general way 
from year to year, or that there should be an allowance 
made if, im fact, the operator chooses to replace an 
Obsolete item of machinery by something more efficient? 

MR. WALTERS: The suggestion is that the allowance 


should only be made when the loss from obsolescence is 


eacertained. 

MR. ST. LAURENT: By actual replacement? 

MR. WAQEERS: By actual replacement, which might 
entail it having to be written off over more than one 


Ziscal ycar. 


MR. ST. LAURENT: It might have to be projected into 
the future for more than one accounting year? 


MR. WALTERS: Yes, because you are not always aware 


when obsolcsccnce is going to take place. You cannot do 


it from year to year, for that reason. Take, for example, 


such an opcration as the knitting of silk stockings. 
I believe, in this country, for the most part, the stocking 
is knit down as far as the foot and then it is necessary 


to romovc it to a new sct of noedles and do the foot. 


I em told thet in some countries it is done in one com- 


a 


plctc operation. I am told thet in Czechoslovakia a 


mechinc has been perfeeted which will knit 4 stocking in 


onc complete operation. It is impossible to foresse such 
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inventions, 

MR. ST. LAURENT: So it would not involve an incrcase 
in tho rescrves made for dopxtciation? 

MR. WALTERS: I think not, sir. 

MR. ol. LAURENT: It is something which would be 
allowed when replacement actually occurred and they would 
heave to be projectcd into the future? 


MR. WALTERS: Yos, when the method of settlement had 


been arrived at. 

MR. ST. LAURENT: Now, with respect to the Premicr's 
statement on page five in book one: 

"Beyond doubt there is gross prodigality-- 
woeful waste--in public administration; but we 
may have economy under the present political frame 
work, there is overlapping of functions between 
the central and provincial bodies; but we may 
correct it without destroying the balance set up 
for the insurance set up for self-government. 

In short I am about to contend that by rearranging 
the public services, we may eliminate waste, 
increase efficicncy, and, at the same time, bring 
government closer to the people---" 

My only question is. was it intended to bring to the 
attention of the Commission / obhor example of prodigality 
and woeful waste than that to which reference has already 
been made in book two? 


MR. WALTERS: You have submitted that question in 


writing? 


MR. ST. LAURENT: Then, I will withdraw it in an 


ordcrly manner. 


THE CHAIRMAN: Then, Mr. Attorney-General, would 


ing? 
you prefcr to commence to-morrow morning: 
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HON. MR. CONANT: I understand that some furthor 
dopartmontal data has been furnishcoa to the Commission 
and upon which the Commission may wish somo fagithe elab— 
oration. Following that, I would be glad to expound this 
material which is part of book two. Perhaps there are 
some parts upon which the Commission will desire no 
Glaboration. I do not know whether thc Commission has 
indicated, as yet, whether it desires any further infor- 
mation regarding these various departmental submissions, 

THE CHAIRMAN: I understand cortain of the deputy 
ministers are going to give information on questions of 
overlapping of service to-morrow morning. I understand 
from Mr. Lang that this is the plan. 

HON. MR. CONaNT: Then, 1 will be glad to follow 
that, if I might. I prefer not to start this afternoon. 

MR. LANG: I thought I might explain just a little 
morc at what stage wo are on that point. The matter 
roferred to by thcesttorncy-General arises out of a letter 
which you wrote the premicr suggesting that your commission 
might wish to get information concerning scryvices which 
Might be regarded, as to some extent, overlapping or 
duplicating. 

In pursuance of that request, I had prepared by 
several departments a short statement as to the machinery 
of the various departmental operations, with a comment 
as to overlapping or otherwise. I have furnished 
Mr. Fowlcr with ‘copies of these statements now and it 
occurs to me, as the attorney-Generel has suggested, 


there might be some of these which do not indicate my 


point of overlapping at all. It may be that you will 


fecl somc of thc matcrial before you is sufficient and 


you will not desire any verbal cxplanation. Subject to 


thet, we arc prepared and very glad to have the deputy 
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ministcrs of thcsc departments prosent, It has boon 
suggested to-morrow morning might be a suitable time 
for the verbal explanation of any point which might nood 
explaining. JI know there is no point in gotng over the 
departments to which reference has been made in these 
memoranda at the present moment except that I think it 
would aid us if, by to-morrow morning, it could be intimated 
before the Commission sits if any of these departmental 
heads are not required because it means bringing them 
here, of coursé, 

THE CHAIRM:N: Thank you very much, Mr. Lang. 
You have given Mr, Fowler copies of that. have you? 

MR.LANG: Yes, Mr. Chairmam, I have, 

THE CHAIRMAN: Then, those will be looked over and 
we will let you know in the morning before we start whether 
there are any of those statements upon which we desire no 
explanation. Now, we will adjourn until to-morrow at 


10.50. 


(The Commission adjourned at 4.15 p.m., 
Thuraday, May 5, 1938.) 
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